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schemes, and whatever they may do to the national economy 
in the long run, they have certainly not yet had time to exert 
any effect on the ratio between imports and exports. Indeed, 
in the two largest cases it may even be that things would 
have been worse without nationalisation. Coal would have 
been scarcer and quite possibly dearer; and it is almost 
certain that railway rates would be higher than they are now. 

The doctrinaire socialism of the present government is 
also sometimes said to show itself in the trade policies pur- 
sued in Britain, the careful control of commodities by 
licensing, the bilateralism dominating all commercial ex- 
changes save those in the sterling area. These policies are 
certainly unpleasant ; but they are not the avoidable aber- 
rations of doctrinaire socialists. British commercial policies, 
with a few exceptions, are imposed by the facts of the 
case. Perhaps the best proof of that is to point out that 
when the United States Government comes up against com- 
parable problems, as in Germany and Austria, it reacts in 
much the same way. The Joint Export-Import Agency— 
which is virtually western Germany’s Board of Trade—has 
been under predominantly American influence for the last 
two and a half years. No agency has pursued a more 
rigorous bilateralism. The various “ offset agreements ” 
which regulated German trade have proved to be as near 
barter deals as any made since Dr Schacht and American 
policy in relation to “ non-essential imports ” has made Mr 
Harold Wilson look an apostle of liberalism, and American 
insistence upon the exact balancing of accounts has been 
complicated by the fact that the currency used for settling 
trade deficits has been the scarcest of all currencies, the 
dollar. If this is socialism, it can only be said that the United 
States has been as much its practitioner as Britain. 


* 


It may be, however, that when they speak of “ socialism,” 
the critics have in mind, more vaguely, the policies of the 
welfare state. If so, their Gfiticisms have much more sub- 
stance. Not that there is anything wrong in principle with 
the welfare state. It is a universal and praiseworthy humani- 
tarian ambition to protect individual human beings against 
suffering caused by economic misfortunes. Every modern 
state is a welfare state; as Mr Bevin said the other day, 
there are few clearer examples than the way American 
legislation has protected the farmers of the United States 
against the rigours of the economic climate. What can 
justly be held against the British welfare state is only that 
it has chosen the wrong time to take such long strides 
forward. Every manifestation of the welfare state—both 
by the benefits it confers and by the taxation it levies to 
pay for them—necessarily weakens the link between a man’s 
own output and the material reward he receives and there- 
fore has repercussions on the efficiency of the national 
economy. What can be alleged against the British welfare 
state is that it has ignored these repercussions just at a time 
when the situation of the country required that more atten- 
tion than usual should be paid to them. 

If this is the criticism, then it is justified. But this is not 
“socialism ”—not, at least, in any sense in which 
“ socialism” is a controversial term. The welfare state 
is not controversial ; it is accepted by everybody, including 
the United States Senate. There is no disagreement between 
the political parties in Britain on it—as the Conservatives 
are at great pains to insist. If a retreat is now obviously 
necessary in Britain, it is only a retreat, and a temporary one 
at that, and not an abandonment. 

It is not merely misleading to use language suggestive of 
some cardinal difference of principle when what is meant 





THE ECONOMIST, August 13, 194 


is only a difference of judgment about degree—it i ah 
dangerous and obstructive. What is necessary for the fyj 
restoration of economic health to Britain is 

simple as the mere supersession of one political 
another ; it requires the re-shaping of a national frame ¢ 
mind that governs all parties. This task is not impossj 
and has already made some progress. The facts of the cay 
are so cogent and so compelling that once they are allowed 
to emerge clearly, a sensible, level-headed people like th 
British will certainly pay them heed. There is a disting 
possibility of the whole British people, with some unanimity, 
turning on to a new course and pursuing it in agreement— 
provided that the argument is logically based upon concrey 
facts. After all, there is nothing in what is needed that would 
be impossible for a far-sighted and realist Labour 

to swallow. But if the attempt is made to put all th 
blame on one party to the exclusion of others—which js 
not true—and to find the remedy in a complete abandon 
ment and reversal of everything that it has ever stood for~ 
which is not necessary—then the only result will be » 
solidify in resentful opposition what is bound, at the lowes, 
to be a large minority of the British people. 


It is reported that the critics of Britain sometimes ux 
quotations from The Economist—which has certainly been 
critical enough of His Majesty’s Government—to suppor 
their arguments. It is always flattering to find oneself quoted 
abroad. But those who pay this journal the compliment of 
setting any store by its views might care to note that, in its 
opinion,, Britain’s present difficulties are not due to anything 
that can properly be called socialism ; they are not due, 
save in a minor degree, to policies of the Labour Governmem 
that would have been substantially differently applied i 
another party had been in power ; and to make the presem 
crisis the excuse for an anti-socialist campaign will hinder 
rather than help towards its solution. 


The second fashionable line of criticism suffers from a 
much loose use of words as the first. This is the criticism 
which is being heard with such emphasis in the Organisation 
for European Economic Co-operation in Paris and taken up 
with such enthusiasm in Belgium, Italy and France. Britain, 
so the line of argument runs, has by its low production, its 
rigid controls, its bilateralism and its overvalued sterling 
ruined the expansion of either European or world trade and is 
thus primarily responsible for the fact that the Marshal 
countries cannot cover their dollar deficits and that the 
shadow of the dollar shortage lies darkly across all hopes 
further European recovery. The best answer to this is © 
quote the facts, as set out, for example, in the Econonm 
Bulletin for Europe, published by the United Nations 
Economic Commission for Europe. The figures of industri 
production in the chief Marshall Plan countries are # 
follows : 

I—INDICES OF INDUSTRIAL PRODUCTION 


First Quarter of 1949, as Percentage of 1938 


TIED cccnccncecsessaphoae’ 122 | Netherlands............... 12 
Edema ........ccccesccgazer 135 | Norway ..........::e0 10 
NR es Lk Sr ge 124 | Sweden ...........:::+0 i 
UT <ntisthtnedinhdvdoasnikesles 90 | United Kingdom......... I 


There is nothing here of which Britain need be ashamel 
But total industrial production, though it is a fair measult 
of aggregate “ effort,” is only indirectly relevant to the maj 
problem of postwar Europe, which is the balance of pat 
ments. The best way of testing what has been done to over 
come that is to set out the figures of exports and of impom 
by volume. That country might perhaps be thought to hat 
done most to master its problems which had most 
reduced imports and most sharply increased exports. 
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third column of the following table therefore shows the ratio 


of exports to imports: 
2—ExpoRTS AND IMPORTS BY VOLUME 
First Quarter of 1949 


port Index 
Exports Imports | divided by 

Import Index 
jum-Luxb 114 97 118 
ema paseo : pectin 84 107 79 
TRACE ....0000-22 0000: 127 106 118 
Norway ...---..00-055 ol 109 84 
MN Lebct ves sceces. 65 103 63 
Switzerland ......... 113 121 94 
United Kingdom ... 156 82 190 


Does this look like slacking ? Or perhaps an even closer 
test is to show what percentage of its dollar requirements 
each country is earning by its own exports to dollar markets. 
Not every country, of course, should be expected to cover 
the whole, or even the same proportion, of its dollar require- 
ments. But each country might reasonably be expected to 
show some improvement in the ratio since the prewar posi- 
tion ; the last column of the following table is therefore the 
most significant : 
3—IMPORTS FROM AND EXPORTS TO THE DOLLAR AREA _ 
| . } 
Trade with Canada gh oy ooo 
Dis March us| usedty | “pom 





Exports 1938 
c_ecnqeeeqeaensearienitaapeniicaglips, | oosninatiom ie emtetl to ‘as 
| Imports | Expors | 1948-9 | 1938 | — 
$ Million $ Million % % 
Belgium-Luxbg. ... 355 138 39 55 —16 
Denmark............... 125 15 12 18 — 6 
nsession sh veanh 594 82 14 39 —25 
I 95 16 73 —57 
Netherlands ......... 355 39 11 42 —31 
Norway .............../ 120 35 29 46 | —17 
ME bisisse....css — 160 74 46 64 | —18 
Switzerland ......... | 231 114 49 80 , —31 
United Kingdom ... 1,565 559 36. | 27 | +9 


There could hardly be a more triumphant statistical vindi- 
cation of the commercial efforts that Britain has been making. 
So far from “ dragging its feet,” Britain is the only one of the 
Marshall countries that is earning a higher proportion of its 
dollar requirements than before the war. Nor has the relative 
Position changed significantly since March ; the fall in Euro- 
pean exports to the dollar area has been as universal as it 
has been severe. The pound sterling may, indeed, be over- 
valued, and British prices may be too high ; but it is very 
difficult, in the light of these figures, to believe that other 
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European countries are any less at fault in this respect. 

Why, then, does the British crisis appear to be so much 
more severe than that of other countries ? Part of the reason 
is simply that it is more fully discussed. The practice of 
economic analysis and criticism has been carried much further 
in Britain than in other European countries, and if anything 
is wrong here, it emerges very quickly into a very bright light 
of publicity. In point of fact, there are very few criticisms 
about the economic position of this country that could not 
be made, if the materials for criticism were equally available, 
of many, if not of all, the other western European nations. 
Another part of the reason is to be found in the fact that 
Britain is far more dependent on international trade than most 
other nations, and any sickness in international commerce 
therefore has a more immediate and profound effect here than 
elsewhere. Again, Britain is affected by the fact that it is 
banker to the whole sterling area, a function whose value is 
beginning to be appreciated even in Washington. And finally, 
since frank speaking is the order of the day, it may be men- 
tioned that Britain for six years spent its financial and com- 
mercial assets in the common cause. Other European nations, 
though they suffered in other ways, were able through 
neutrality or occupation to preserve their assets. 

The economic difficulties which are besetting the Atlantic 
world and which threaten, if they are left unchecked, to 
undermine all the work of political and economic consolida- 
tion achieved in the first year of the Marshall Plan, cannot 
be solved by the action of any one power. To concentrate 
so great a barrage of criticism on Britain may leave in 
government and business circles in the United States and in 
Europe the illusion that all that needs to be done is to modify 
this or that defect of British policy and then once again all 
the pieces on the economic chessboard will fall back into 
place. Nothing could be further from the truth. The change 
in the relationship between the old industrial nations of 
Europe and the new industrial giant in the New World has 
been on the way for the last thirty years. The wars have 
accentuated but not caused the trend. It has been masked 
since the end of the conflict in part by American generosity, 
in part by the world’s desire to buy anything it could at 
whatever price. Now, in 1949, the underlying maladjust- 
ment between Europe and America is emerging like a reef 
hidden for a time under a spring tide. To choose this 
moment to pin all blame for a vast shift in the world’s 
economic surface to the actions of one power not only shows 
a quite distorted sense of proportion. It makes virtually certain 
that none of the right solutions will be applied. There is a 
month to go before Sir Stafford Cripps and Mr Bevin pay 
their fateful visit to Washington. It is to be hoped that in 
the interval calmer tempers and saner judgments will prevail. 
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Diplomacy under Strain 


N a more civilised age the arrest of the Chargé d’Affaires 
of a British Legation in the streets of the capital city 
where he was posted, the endeavour of the police to get 
him to sign a paper admitting a criminal act, and the 
subsequent demand by the Government concerned for his 
recall on the basis of totally unsubstantiated allegations 
circulated in an officially controlled press, would have seemed 
a serious matter, even amounting, in the language of 
diplomacy, to an “ unfriendly act.” But today, so accustomed 
has the British public become to such incidents, that the 
affair of Mr Sarell’s arrest by the Rumanian security police 
on July 7th has barely evoked comment in this country. 
It is nevertheless the most outrageous in a series of direct 
and indirect attacks on British missions in several countries 
which have not only created a very unpleasant atmosphere 
for members of the Foreign Service serving in them, but 
have raised the question whether the code under which 
diplomatic relations have been carried on between civilised 
sovereign states for the last three centuries is not in danger 
of breaking down over a large part of the world. 


This is a matter of more importance than is perhaps 
generally appreciated. The conventional usages of diplomacy 
and the niceties of protocol may often appear to the layman 
unduly fussy and trivial, and productive of conflicts which 
could easily be settled with a little common sense. Yet their 
maintenance is essential to the successful conduct of relations 
between states, just because the “sovereigns” who deal 
with one another through the channels of formal diplomacy 
are heavily armed beings living in a state of anarchy, with 
strong desires and short tempers—even when these passions 
of national egoism are not further inflamed by hate-forming 
ideologies. In regular diplomatic intercourse according to 
fixed rules of etiquette lies such hope as there is of restraint 
and co-Operation among nations ; without it neither occa- 
sional conferences of Foreign Ministers nor emergency 
“ gesture” missions nor participation through delegates in 
public international councils and assemblies can have any 
foundation on which to achieve success. 


The lynch-pin of the system of international diplomacy, 
as it has been evolved in modern European history, and 
extended to the whole world, is the principle of the personal 
immunity of diplomats from arrest or legal proceedings in 
the country in which they are stationed. All other aliens, 
whether residents or temporary visitors, are subject to the 
laws of the state within whose frontiers they are found ; 
they can be arrested by the police, brought to trial in a 
court of law, and, if found guilty, sentenced according to 
the Jaw, just as if they were natives of the country. But 
the diplomat is subject only to the laws and police of his 
own country ; he has a special extra-territorial status which 
is designed to safeguard him from any possibility of violence 
or persecution in the performance of his duties as the repre- 
sentative of his Government. It has not always been so ; 
there have been times when an envoy risked his life if his 
message was not to the liking of those to whom it was 
addressed. But gradually the code of diplomatic immunity 
was built up and accepted as the rule of intercourse between 
the principal nations of Europe. It came to be so much taken 
for granted that professional diplomats were hardly able to 
imagine a different state of affairs. 

Tt was always, of course, recognised that the system was 
able to abuse. It was not designed to enable diplomats 
to go about committing theft or murder nor yet to take 


part in conspiracies and rebellions against the Governmeny 
to which they were accredited. A Government, howeye; 
which considered that it had evidence of such acts by ; 
foreign diplomat, had always a remedy, even though it coy 
not arrest and try the offender ; it could present the evidenc 
to the latter’s own Government and ask for his recall, y 
such cases, for an adequate reason, recall was the norm) 
course, for each diplomatic service had its discipline ang 
standards of behaviour, which made a real breach of the 
law—or at least discovery of it—a serious matter for the 
offender with his own superiors. But it was the convention 
that these matters were dealt with privately between Goven- 
ments ; what was not done was to take police action againg 
diplomatic staffs and fill the newspapers with public accug. 
tions without even an attempt to prove the charges jn 
diplomatic correspondence. 


¥ 


The scope of diplomatic immunity has never, in the past, 
been defined in a way acceptable to all nations, and th 
practice varies considerably with regard to what are called 
the “minor personnel” of embassies, including cletks, 
typists and telephonists. The British practice has been 1 
extend immunity widely to embassy staffs in London, bu 
some nations have always insisted on confining immunity 
to diplomats in the full sense of the word. The issue ha 
grown in importance with the increasing range of offical 
reJations between states, which now attaches to diplomatic 
missions commercial, publicity and other representatives 
unknown in the days of Castlereagh. The minor personne 
of embassies are not exclusively nationals of the country 
whom the embassy belongs ; they may be natives of the 
country in which it is situated. All these people, if a0 
covered by immunity, are subject to the police and judiciary 
of the country in which they are residing. But it has hitherto 
been customary for a Government to notify a foreign embassy 
at once of a warrant for the arrest of any one of its employees, 
with details of the charges, and to enable members of th 
embassy to see the accused and arrange for his or her leg 
defence, particularly in any case which may affect relations 
between the two Governments. 


The partial contemporary breakdown of this system d 
international law and custom has been due to the nature 
of modern totalitarian regimes and especially that of th 
Communist party-state which now prevails in several Eure 
pean countries. In these states it is natural to the tempet 
of the revolutionary ruling party to regard the established 
conventions of international intercourse as merely patr 
phernalia of the ancien régime which should never be allowed 
to stand in the way when the interests of the party ate # 
stake. A Czech Communist newspaper recently informed it 
readers that diplomats of the Western nations did m0 
represent their peoples, but were merely “ spies sent by th 
ruling classes.” Such an attitude is hardly conducive ® 
a willing observance of the customs by which friction ® 
diplomatic relations was formerly kept to a minimul 
Moreover, the Communist state relies for the maintenai 
of its power on a secret police which is placed above the 
law and is permitted to use for the extraction d 
“confessions ” from its prisoners, techniques of — 
tion almost certain to produce sooner or later any 
deemed politically desirable. As the party in its p 
to the masses is continually harping on the theme that @ 
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tical dissidents of whatever party or opinion are merely 

s of imperialist foreign powers bent on the destruction 

of the peace-loving peoples, there is a strong incentive for 
promotion-secking policemen to provide suitable evidence 
in support of these theses, even if they are not actually 
directed by higher authority to do so. Such a situation 
inevitably produces incidents which impose a severe strain 
on diplomatic relations im any Case none too easy to conduct. 


* 


In the Wildash case last March the British Military Permit 
Officer in Prague (whose task was to issue permits to Czechs 
for passage through the British Zone of Germany) was 
arrested by the Security Police and held for seven hours for 
interrogation. Four Czech employees of the office were 
arrested at the same time. Mr Wildash was not covered by 
diplomatic immunity, but he was a British official with 
consular rank. All the conventions governing such a case 
were violated by the Czech authorities. The British Embassy 
was not notified of his arrest, and Mr Wildash was never 
told with what offence he was charged, but was informed 
that unless he answered all questions put to him, his wife 
would be arrested as well. In the end he was released on 
the intervention of the British Ambassador, but was ordered 
to leave the country within 24 hours, and the Czech Foreign 
Minister refused to see the Ambassador who wanted to 
discuss the matter with him. An official statement was then 
published in the Czech press declaring as a fact that Mr 
Wildash had been engaged in plotting against the Govern- 
ment with a Czech terrorist organisation, although no par- 
ticulars or proofs of this serious charge had ever been 
submitted, as usage required, to the British Government. 


In the case of Mrs Firth in May, a Polish-born woman, 
married to a British subject and employed by the British 
Embassy in Warsaw, was arrested by the Polish Security 
Police, without any notification to the Embassy, and has been 
held in prison ever since, despite protests made by the 
Ambassador after it was discovered what had happened to 
her. She had no diplomatic immunity, but there was a plain 
violation of diplomatic custom. 


In the more recent Sarell case in Bucharest there was a 
direct infringement of immunity for Mr Sarell, the British 
Chargé d’Affaires, was held for over two hours by the police, 
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who tried to get him to sign an admission that he had helped 
certain “ black marketeers”” who were trying to escape from 
Rumania. Subsequently the Rumanian Foreign Ministry 
apologised for the arrest of Mr Sarell, but nevertheless 
demanded his recall, while the newspapers were filled with 
accounts of his alleged complicity in the activities of alleged 
black marketeers based on confessions which they were 
alleged to have made under police interrogation. 

In London the Daly Worker took up the hue and cry and 
triumphantly described the Foreign Office as “ plunged into 
confusion ” because the Bucharest newspapers had published 
a photograph of “a group of black marketeers and smugglers 
with Mr Sarell seated in their midst.” For the Communist 
mentality the presence of a British diplomat in the company 
of certain persons, mostly, it appears, members of the 
ct-devant Rumanian aristocracy, is complete proof both that 
they were smugglers and that he was their accomplice. But 
for members of the Foreign Service whose profession is to 
represent this country in dealings with all states, whether at 
the moment friendly or unfriendly in their policies, this 
kind of public mud-slinging presents prospects of unpleasant- 
ness and humiliation such as were never formerly their lot. 

It is well that the British public should be aware of 
the conditions under which the nation’s diplomacy now 
has to work in the countries of eastern Europe and under- 
stand how far the new tyrannies have gone in breaking 
down not only all respect for human rights within their 
own domain, but also the conventions of international inter- 
course which formerly seemed secure even amid the greatest 
strains and stresses of power politics. It is not the British 
way to work up petty incidents into great international 
issues Or to act in such matters on quick emotional impulse. 
It is the policy of the Foreign Office to maintain diplomatic 
relations wherever it is possible, both in the hope that they 
may soften the acerbities of conflict which threaten the 
peace of the world and in order to retain the means of 
getting some small knowledge of what is going on in 
countries virtually closed to normal independent inquiry. 
But there are limits to what it is right for representatives 
of His Majesty’s Government to endure, and perhaps it 
might be well to give some indication that there is a point 
at which diplomatic relations would be broken off if there 
were to be no improvement in the attitude of certain 
totalitarian regimes towards envoys in their capitals, 


Murder 


HERE is no such thing,” said Sir Hartley Shawcross at 
the trial of John George Haigh, “ as a nice murder.” Few 
slatements could be more obvious. Yet, in any discussion of 
the merits of setting up different degrees of murder, the truism 
is often forgotten. Some murders are patently less heinous 
than others, but that does not alter the fact that, even when 
the motive is most easily comprehended and circumstances 
Provide every excuse, murder remains the most horrifying 
ofall crimes. The first public inquiry of the Royal Commis- 
sion on Capital Punishment, under Sir Ernest Gowers, was 
held last week in a necessarily detached atmosphere which 
tended to conceal much of the horror of the subject. Simi- 
arly, Sir Frank Newsam, in giving evidence to the Commis- 
Sonon behalf of the Home Office, described murderers as 
speaking, not people of bad character,” presum- 

tbly meaning only that they were guilty of no other crimes. 
0 matter what the Cause, the killing of any individual 
another is a crime which no civilised society can tolerate, 
and the effects of which are far more damaging than those 


of any other crime. All murders are sordid, most are violent 
and bloody, none can be condoned. 

What purpose, therefore, is served by trying to distinguish 
one murder from another? The simple answer is that, 
although the question of abolishing capital punishment has 
been shelved, society nevertheless feels that the law which 
prescribes punishment by death as the only sentence for 
murder needs to be modified. The present attempt to define 
degrees of murder is thus merely another way of attempting 
to set up alternative forms of punishment to that of death by 
hanging. Hitherto the punishment has been mitigated by 
the exercise of the royal prerogative of mercy in special cases, 
The work of the Royal Commission boils down to an attempt 
to translate the rules which guide the use of the royal 
prerogative into criminal law and so give the courts some of 
the latitude now only enjoyed by the Home Secretary. It 
will examine the practicability of setting up two degrees 
of murder and it will review the Macnaghten Rules which 
embody the law with regard to pleas of insanity: 
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“ Not even the Devil knows what’s in a man’s mind.” This 





Ke. sums up the chief difficulty in classifying the degree of evil 
2. 6 of a murder. A police officer investigating a murder case 
te can usually determine how, when and where it was com- 
jul mitted. He sometimes knows with reasonable certainty the 


extent to which it has been premeditated, but the motive 
more often than not remains the dark secret of the murderer. 
Moreover, motives, even when they are known, are extremely 
difficult to prove, and no court can ever be certain that it has 
heard the whole truth. Haigh’s last victim was killed appar- 
ently for the sake of furs and jewels worth little more than 
£100 ; Cummings, who killed three women and attempted to 
kill two others in London in 1942, did so for an even smaller 
sum of money. It is difficult to believe that gain was the 
only motive in each case, but the medical advisers to the 
Home Secretary could find no sign of insanity in either man 
and there was no evidence to show any other motive. No 
detective worth his salt ever bases a case against a murderer 
on motive alone. At best, an overwhelming motive for 
committing a particular murder is but one pointer among 
many to the identity of the murderer ; at worst, the motive 
can be so improbable as to make even established facts 
appear doubtful. 
* 


Yet, if a jury is ever to be asked to assess the degree of 
evil in a murder, the motive for the crime will inevitably 
weigh heavily in their deliberations. There are, however, 
almost as many different motives for murder as there are 
murderers, and it is extremely difficult to draw up a guide 
like the Macnaghten Rules by which motives could be classi- 
fied into one or other of the two broad categories necessary. 
The Home Office has made an analysis of all murders since 
1900, showing among other things the victims of murderers 
divided into 18 different groups. This analysis, with some 
amalgamation of categories, is shown in the following table: 


Motives OF MurRDERERsS, 1900-1948 
No. of Murderers Sentenced to Death By By 


for Murder of :— Men Women 

(a) Wives and husbands................ 206 ll 

ti EE EIT ee eT 18 1 

(c) Sweethearts, mistresses or lovers ..... 290 4 
(d) Children over 1 year of age in sexual 

PRR cenit o cde ks or neneniceeares 30 0 

(e) Other children over 1 year of age..... 43 40 
(8 Women, other than those above, in 

fi SUM: CRIED i. ni 66k. 010 ovine oes 41 0 

e ) Men and women during robberies .... 150 7 
bet ! if} Men and women, other than those 


above, in quarrels or for revenge or 


IN, iii 8% atten bea ees ents 105 2 

e . ME von vec enba stuns ses ans.ie 26 0 
fhe e) \ Police and prison officers............ 19 0 

2 8 I Ee ae a 74 1 


From this table it is possible to come to some very rough 
sy general conclusions about the more usual motives for murder, 
. but that is all. If anything, the table emphasises the diffi- 
culty of separating, empirically, one set of motives from 

ad another. 
eg Sag Figures like these, of course, do not tell the whole story ; 
1 eeuue the relation between murderer and victim is only a guide to 
ie 2 § aiag what the motive of the murder might have been, it is in no 
| way conclusive evidence. Yet the table shows some sur- 
prising facts. The crime passionnel appears to account for 
more than half the murders; murders committed during 
robberies account for less than a quarter, while murders as 
the result of taking drink amount to little more than 3 per 
cent of the total. Women, on the whole, show up far better 
than men ; the majority are guilty of the murder of children 
which in most cases, if not in all, are probably covered by 
the infanticide acts and which are committed during an 









OE 
io sinsnze gambar 
ag <i es . 




















THE ECONOMIST, August 13, 1949 


abnormal state of mind. The value of the table, 

is sociological rather than legal. It does not simplify the tag 
of defining degrees of murder other than to show that if 
motive were to be the touchstone, very few murders in 
England would qualify for classification in the second degree, 

It is as difficult to determine the extent of premeditation 
as to decide upon the motive. In some murders, where there 
have been extensive preparations beforehand, premeditation 
can be clearly established, but in most the murderer simply 
takes advantage of a favourable opportunity. If there is no 
evidence of previous preparation, it is almost impossible to 
prove how long, if at all, a murderer has brooded over his 
crime. Even the evidence of a quarrel with the victim—days, 
weeks or months before the crime—is not conclusive. The 
murderer can claim that the quarrel was patched up and 
nobody but the victim can prove otherwise. Moreover, some 
murders, such as those committed in the course of a robbery, 
are definitely unpremeditated, but they are often the most 
reprehensible of all. 

If, indeed, there is a case for establishing a second degree 
of murder, it can only be done with regard to the objective 
circumstances of each case. The law, as it stands today, 
recognises two forms of homicide—murder and manslaughter. 
Generally, murder is killing with intent to kill ; manslaughter 
is killing by accident. Where there has been extreme provo- 
cation, the charge of murder is sometimes reduced to one of 
manslaughter ; but the extent of provocation is always a 
matter of fact and not of opinion, and as such it can b 
proved or disproved with comparative ease. It would there- 
fore be a simple matter to classify as second degree murders 
all those which, because of extreme provocation, would 
normally be reduced to manslaughter. The only reason for 
making the change, however, would be to make the law 
appear more tidy ; the result, in terms of punishments, would 
be the same as it is now. 


es 


If the question of capital punishment is to be left in abey- 
ance for the time being, the only other major change which 
is worth discussing is the amendment of the law relating 
pleas of insanity. The present law was laid down in a se 
of judges’ answers to questions by the House of Lords in the 
appeal of Macnaghton in 1843. (Macnaghten was a ma¢ 
man who attempted to assassinate Sir Robert Peel but killed 
his servant instead.) The Rules which were then established 
confirmed previous decisions that the burden of proof of 
insanity rests with the defence, and stated that the jury should 
be told that a plea of insanity could only be upheld if it was 
proved that, at the time of the crime, either the accused did 
not know what he was doing or that he did not know that 
what he was doing was wrong. In theory a plea of insanity 
can be made to any crime, but in practice, since the success 
of the plea means an indefinite stay in the criminal asylum 
at Broadmoor, the plea is normally only put forward in cases 
of murder. 

Where the insanity is obvious, the Macnaghten Rules ate 
perfectly satisfactory. They are clear, they are simple 
and they can be easily applied. But sanity shades off into 
insanity by an infinite number of gradations, and the time 
is long overdue for the law in England to recognise, as the 
law in Scotland has done for some decades, that betweet 
murderers who are completely responsible and those who aft 
completely irresponsible there is a third class of those who 
are only partially responsible. In Scotland, this third class 
are found guilty of “culpable homicide,” which is 2 
punishable by death. The state of mind to be proved m4 
plea of diminished responsibility is not clearly defined, but 
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it has been put by the Lord Justice Clerk (Lord Alness) in a 
case in 1923: 

that there must be aberration or weakness of mind ; that 
there must be some form of mental unsoundness ; that there 
must be a state of mind which js bordering on, though not 
amounting to, insanity ; that there must be a mind so affected 
that responsibility is diminished from full responsibility to 
partial responsibility. 

The extension of the Macnaghten Rules to take in this 
third class of murderers may involve a number of difficulties 
in the initial stages, but experience in Scotland has shown 
that the application of the plea of diminished responsibility is 
not beyond the wit of most juries. There will, in any event, 
still be the royal prerogative to remedy injustices if they 
occur. 
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The question of degrees of murder or of degrees of respon- 
sibility is, in the end, a question of punishment. So long as 
death is the only form of sentence, so long will the law appear 
unjust. The brutal killing of a prostitute in the North of 
England at the end of 1948 resulted, for instance, in a 
verdict of manslaughter ; the jury held that the assailant was 
provoked because his victim had stolen some of his money. 
The more or less accidental killing of a well-known artist 
in London by a terrified thief at about the same time resulted 
in a verdict of murder and the thief was sentenced to death. 
If there were no capital punishment, such discrepancies 
might still exist, but they would not disturb public opinion 
so much. At least there would be a better chance of secur- 
ing more uniformity in administering the law than there is 
at present. 


India’s Economy 


HE new Anglo-Indian Financial Agreement, providing 
for increased sterling releases in Delhi’s favour (on 
which some comment is made in a Business Note on page 368) 
has focused attention on India’s economic difficulties. The two 
years since partition have served to consolidate the political 
structure of the new Republican Dominion of India in a way 
that is almost miraculous. They have not, however, seen 
the same progress made in building up the new India’s 
economy. And, as Mr G. D. Birla, the Indian industrialist, 
pointed out last week, this contrast now threatens to become 
so strong that if not checked, economic deterioration bids 
fair to undermine a great deal of the political success so far 
achieved. The full extent of India’s economic setback has 
not yet emerged. But, even before the sterling area’s critical 
dollar shortage, events had moved far enough to upset, 
perhaps irrevocably, many of the delicate balances so carefully 
preserved for so long by India’s two dominant leaders, Pandit 
Nehru and Sardar Patel. 


Themselves mutually opposed on economic principles, 
Nehru and Patel have moved continuously between appar- 
ently irreconcilable forces. They have already become the 
heroes of a revolution of independence—without ever quite 
keeping their promise to their followers that independence 
would constitute the millennium. They have had to live up 
to Nehru’s socialism without ever quite abandoning the 
practical capitalism of Patel. They have had to keep alive 
the hopes of worker and peasant for a higher standard of 
living, without ever finally destroying the confidence of the 
industrial capitalist or the loyalty of the small landowner. 
They have had to be ruthless with the Communists without 
ever giving way to Right-wing extremists like the Hindu 
Mahasabha. They have had to assert India’s new place in the 
outside world, without ever really having the military force 
or the money or the political message with which to back it 
up. All these things they have done by means of consistent 
compromise, and with such skill that they have reached a 
Position where they are widely regarded as the natural future 

of non-Communist Asia. 


But it now seems likely that the first stage in India’s 
nt is in fact over—in three respects. First, on the 

Political field, as the inauguration of a new constitution 
nearer, democracy must either establish itself or go 
under. And the forces now at work behind the rifts between 
leaders and their rank and file, on the one hand, 

and between Congress itself and public opinion on the other, 
‘eriously threaten to make much further political compro- 


mise impossible. Secondly, in foreign affairs, India’s bid for 
leadership has become precise enough to evoke the all-out 
Opposition of those who most bitterly dispute it—the Muslim 
millions of Asia, led by Pakistan. It was they who under- 
mined Nehru’s Delhi conference on Indonesia last January. 
Thirdly, in the realm of economics, serious trends are de- 
veloping. They may prove to constitute the early stages of a 
depression which could check Indian progress for several 
years. 


* 


Mahatma Gandhi always tried to avoid undue discussion 
of economic subjects by those around him ; he felt—perhaps 
rightly—that inevitably bred disagreement. The effect of 
his influence, reaching down to the present, explains in 
some degree how it is that matters have gone as far as they 
have, without more being done to tackle them. Reduced to 
the level of personal problems, the economic stringency 
consists of the fact that, although he has safely emerged from 
the first anxious days of independence, the ordinary Indian 
is basically short of food and cloth, his two primary needs. 
Prices have risen threefold since 1939. Industrial production 
has declined. Agricultural output has not kept pace with the 
rise in the population. And conditions are such that new 
enterprises, which might bring the ordinary Indian more food 
and cloth he needs, are not pressed ahead because neither 
the money nor the necessary capital equipment is forthcoming 
to implement them. 


The nature of India’s economic troubles may be sum- 
marised under four headings—the budget, the balance of 
payments, costs, and capital investment. In the current year 
there is an estimated deficit on combined capital and revenue 
account of Rs.130 crores out of an expenditure of Rs.§19 
crores (about £390 million). Taking the budget as a whole, 
this is mostly due to heavy defence and capital expenditure. 
The present army of 300,000 is just twice the size of the 
old British-run Indian army ; and in the 1948-49 budget, 
defence expenditure was no less than 47 per cent of total 
outgoings. 

India has an intractable and rising payments deficit. In 
1947-48 it was Rs.37 crores and in 1948-49 about Rs.95 
crores—although unofficial estimates reckon it was really 
more. Food imports now cost about eight times what they 
did before the war and amount to a seemingly irreducible 
minimum of 3 to 4 million tons of grain a year. Delhi 
considers that it cannot afferd to cut them whatever happens 
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—not least because food prices account for 60 per cent of the 
cost-of-living index, and any drop in imports would push 
prices, and so wages, up at once. But the only alternatives 
are either to cut other imports or to increase exports. Delhi 
is nOW anxiously pruning its import plans, with the professed 
objectives of reducing dollar purchases by 25 per cent and of 
limiting to the agreed £150 million over the next two years 
the sterling purchases to be financed out of India’s accumu- 
lated balances in London. But any cuts in imports are 
necessarily inflationary in effect. 

On the export side it is again inflation which has already 
added to India’s problem. Present industrial costs of pro- 
duction have removed the chief competitive weapon of many 
Indian goods — their 
cheapness. These extra | 
costs are mainly due to 
wage awards which have 
taken little account of 
industry’s capacity to 
pay, to a multitude of 
government controls ad- 
ministered by inexperi- 
enced officials, to 
inadequate means of 
transport as a result of 
wartime over-use of the 
railways and their present fy¢arly : 


(Currency 

Cost of | Supply 
Living | at | 

in | End of | E 

Bombay , Period : 

000 

Million 

Rupees) | 


(1937 = | 
100) | 


inefficient management, 1938... 100 3- 
and to the effects of 1945... 13- 
partition, which have a | 244 a 
erected artificial _ fiscal 1948 | 


; 12: 
barriers between India’s 


industries and their raw 
jute and cotton resources 
in Pakistan. It might be » 2nd 

, : _' Sa 301 
argued that if Indian ath 301 
export prices are too high 
the right course would be 1949 Ist 294 
to devalue the rupee. But » 2nd... 
on export grounds alone 
this would at present be 
unwise, since there is an 
unsatisfied foreign de- 
mand for some of India’s 
other products, such as 
cotton goods, manganese and mica; in the case of the 
minerals, lack of transport is the bottleneck. After re- 
examining some of the possible means of correcting its 
present payments unbalance, Delhi has in fact determined 
to concentrate on improving transport facilities on the par- 
ticular railways and at the ports where ores are loaded. 
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Any such steps, however, are less important than the diffi- 
cult prospects facing the jute industry—which accounts for 
some 35 per cent of all foreign exchange earnings and perhaps 
60 per cent of the incoming dollars. It is said that nearly 
every jute mill in India is probably losing money today. 
Looked at from the national standpoint, the industry is in 
trouble on the supply side because India now has to import 
the raw material instead of growing it internally. Looked at 
from the industrialist’s standpoint, partition has pushed up 
raw jute prices beyond all reason, and a high cost structure 
has completed the damage. Yet on the sales side the prospect 
is even worse. While the world’s use of packages has in- 
creased, particularly in the United States, jute has not 
shared in that increase. More and more consumers have 
itched to substitutes, until experts predict that, unless’ 

price of jute can be brought down sensationally, jute 


| Foreign 
Exchange 
Reserves 
at 


Period | 
|(M 


* Average tor first seven months only. + Average fer nine months April to December. t ‘ ; h 
These statistics are, of course, complicated by the partition of India. In July 1948, a part erms wit 
of the foreign exchange reserves—which are practically all sterling and include some long- 
term assets—were transicrred to the State Bank of Pakistan. teal 
trade figures cover the Dominion of India only, excluding Pakistan; beginning March 
1948 trade with Pakistan as a foreign country is included and from June 1948 the trade 
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products will have lost ground permanently to their rivals 


Lastly, there is India’s failure to save and invest. Delhi 
disputes the current view that India is dis-saving at the rate 
of 1 per cent per annum, but admits that the domestic capital 
market is dead. It is characteristic of the depression that the 
Indian Stock Exchange last year did the smallest volume of 
business in its history. Private capital is scarce because, 
among other things, high taxation and the methods of the 
tax gatherers have frightened crores of savings underground: 
the Princes, formerly an important source of funds for capital 
issues, are now pensioners or hoarders: threats of nationalisg- 
tion by many Congress leaders have frightened investors: 
the Punjab, an important savings centre in the old days, js 
now divided and jm- 


Balance of Trade in poverished , and life 

Merchandise insurance business jg 

Monthly Averages ; seriously dwindling. Pub- 

| Net Exports | and lic investment is being 

Net Imports curtailed owing to infla- 

el; ne mupen) tion. A Cabinet Standing 

_ oe was Committee, set up to 
unon it i inrities 

U.S. | With | With | Rest ce ins Pet 

Dollars) Sterling | United | of non- y os Tae » Tov! : 

Area | States | Sterling authorisations by a third. 

| Area These, then, are the 

nha signs of fundamental 

economic disequilibrium 

1: in India. And they are 


19 certainly easier to define 


than remedy. But if the 
Indian leaders really mean 
to hold back the Com 
munists in their own 
a ' country and to go on t 
a i + % assume the leadership of 
| 97.8 | anti- Communist Asia, 
there must be at least 
three minimum objectives 
of policy. First, they 
must obviously come to 
Pakistan. 
News from Kashmir has 
lately improved ; but only 
by ending once and for all 
the odious tension between 
the two Dominions can India’s leaders go through with the 
severe cut in defence expenditure, which is absolutely 
essential to a properly balanced budget. Better blood with 
Pakistan would also promote a better handling of the jute 
question by both Dominions. 

Secondly, of course, food production must be increased. 
A 10 per cent rise would do the trick: it could eliminate the 
payments deficit by 1952, even allowing for population 
increases. But it will never be effected without better and 
more honest administration in the lower civil service. Pandit 
Nehru’s latest scheme for growing new types of crops like 
sweet potatoes would be excellent if every village could be 
made to do it. Much also turns on tightening up methods of 
grain procurement and providing incentives for the farmer. 


Thirdly, India must win more foreign capital. The experts 
well know the need, and even public opinion is at las 
dropping some of the slogans of nationalism and nationalist 
tion with which it hailed the dawn of independence. But 
foreign confidence must be established both in India’ 
stability and its fairness. And this can only be done by the 
Indian leaders themselves coming off the fence, and making 
their programmes and their terms plain to all. 
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NOTES 


OF 
Europe at Strasbourg 


The Consultative Assembly of the Council of Europe 
opened in Strasbourg with dignity and effect. M. Herriot’s 
inaugural speech managed to be considerably less platitudinous 
than might have been expected on such an occasion. He may 
have seemed to the more cautious delegates a little over- 
courageous in the tasks he set the Assembly. Can it envisage 
at its first session the task of planning and organising a 
common economic policy for Europe and giving that policy 
the political backing which alone will make it successful ? 
But M. Herriot was right to seize the nettle of German 
participation at this first session and to declare, with tact but 
with realism, that the full entry of Germany into the com- 
munity of Europe must wait upon some evidence that its 
government and people accept the ideals of freedom and law 
and international solidarity upon which the Council and 
Assembly of Europe are based. The rabid nationalism and 
the political irresponsibility evident in the political campaign 
for Sunday’s elections in western Germany are hardly 
reassuring. 

M. Herriot also did well to stress the peaceable intentions 
of the Assembly. “We are not declaring war on anyone,” he 
sid, “all the doors are open towards the east, towards all 
those who today refrain from taking their place among us.” 
Such is undoubtedly the sentiment of the gathering. They 
have come together to find better ways of living together them- 
selves, not of resisting other states’ activities. It is therefore a 
pity that the first decision of the Council should have been 
to admit Greece and Turkey along with Iceland. If there is 
to be genuine economic consolidation, it must have reasonable 
geographic limits and the inclusion of Greece and Turkey, in 
spite of all M. Herriot’s declarations, can only suggest that 
opposition to Russian expansion is a more important function 
of the Council than the realisation of common economic and 
social policies. This is not the case, but it would have been 
wiser, surely, if the western Europzan nations, while main- 
taming close and friendly links with Greece and Turkey, had 
not included them in this first attempt to achieve closer political 
union. 


x * * 


United Nations Record 


In the course of the last twelve months, four international 
conflicts have been either resolved or adjourned. In Kashmir, 
the dispute between India and Pakistan has so far been kept 
from a violent solution and a plebiscite in the disputed area 
is nearly in sight. In Indonesia, the Dutch after an attempt 
‘0 solve the problem by force have returned to the path of 
negotiation, and a round table conference in The Hague between 
Dutch and Indonesian representatives is shortly to take place. 
In Palestine, the Jews have won the war but have been 
‘estrained by outside pressure from making at least some of 
the conquests their armed superiority might have encouraged 

to attempt. In Berlin, the Russians have acknowledged 
defeat and raised the blockade of the city. In theory, each of 
conflicts might have led to general war, although in 
Practice no great power is ready at the moment to take such 
‘tisk. Even in Greece where the Russians back the rebels 
ind the Anglo-Americans the Greek Government—an unre- 
conflict incidentally barely mentioned in the Secretary 
: 8 feport—there has been little risk of a wider war, 
‘inet NO great Power seeks to precipitate it. 


For all four resolved conflicts, Mr Trygve Lie claims the 
credit in his annual report on the activities of the United 
as. The United Nations has helped “to end or prevent 

: $00,000,000 people” and the report describes 
establishment of the State of Israel without general war 


Wats 
the 
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as “one of the epic events of history.” Mr Lie could perhaps 
be more modest in his claims. The part played by the United 
Nations has in each conflict been determined by the attitude 
of the Powers involved. The United Nations machinery has 
been used with considerable usefulness, but in no case has it 
been decisive. Kashmir is its best achievement—so far. In 
Indonesia, American pressure and physical necessity brought 
the Dutch back to the conference table. In Palestine, the Jews 
secured their aims by war, tempered only by American restraint. 
In Berlin, the Russians were defeated in a straight trial of 
strength and used the United Nations as a meeting place only 
when the triumph of the airlift over the winter had shown the 
uselessness of the blockade to extort concessions from the west. 


* 


Nobody denies that the United Nations has in each case 
performed some function. It has kept full publicity on each 
danger point. It has saved face. It provided the Russians 
last April with a discreet back door to the statesmen of the 
west. But Mr Lie has pitched his report on a much higher 
key. From the claim that the United Nations has prevented 
these conflicts, he passes on to denounce—even if obliquely— 
attempts to organise security in any fashion exterior to the 
United Nations and to declare that regional pacts are not 
necessarily in accordance with the United Nations Charter. 
Then, not content with raising his opposition to regional 
organisations in his report, the Secretary General pressed 
home his attack in a speech given last Monday in Bergen in 
the course of which he again appears to have attacked the 
regional basis of the Atlantic Pact. 


It cannot have escaped Mr Lie’s attention that the impli- 
cations of the Atlantic Pact in the shape of the Arms Bill were 
at the time of his speech under discussion in the American 
Senate and that one of the arguments used by hostile Senators 
against the whole conception of American aid to Europe was 
precisely the claim that the Atlantic Pact was inconsistent with 
the Charter of the United Nations. One can pass over without 
comments the Secretary General’s determination to lump 
Russia and the west together as equally responsible for such 
conflicts as the Berlin blockade. “Impartiality” must, it 
appears, be purchased at such a price. But surely to intervene 
in the efforts of the western Powers to organise their own 
defence in perfect conformity with Article 51 of the Charter 
lays the Secretary General open to criticism which will damage 
not only his own reputation but the reliability of the organisa- 
tion he represents. 


* * * 


Malaise at the Docks 


When the recent strike at the London docks came to an 
end, is was not by reason of a solution of the points at issue, 
and the statements of the strike leaders made it clear that it 
would be only a question of time before trouble broke out 
again. Last Sunday, only two weeks after the resumption of 
work, the committee which conducted the strike in July began 
to show the hand that it intends to play. At what the Daily 
Worker calls “a representative gathering of several hundred 
stevedores ”—actually a meeting of 300 out of the 2,700 dockers 
—Mr Timothy and the other strike leaders resolved to con- 
stitute themselves a permanent London Port Workers Com- 
mittee. Their objectives are to remove Lord Ammon and 
his colleagues from the Dock Labour Board, and to secure 
the ejection of Mr Arthur Deakin as general secretary of the 
Transport and General Workers’ Union. Fortune has also 
presented them with an excellent bone to worry in the shape 
of the dismissal by the Port of London Authority of six men 
for absenting themselves without good cause during the strike. 
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PLA employees are on a quite different basis of employment 
from the dockers, and the PLA regards itself as fully entitled 
to discharge men for breach of contract, a view that the 
Ministry of Labour is bound to support. 


The threat of a withdrawal of labour unless the six men 
are reinstated is probably an empty one, since about half the 
London dockers have lost anything up to four weeks’ pay (a 
loss softened by PAYE rebates and holiday money). The strike 
committee is unlikely to release a damp squib and to issue 
a strike call which would not be answered by the men. More 
probably their tactics are to keep themselves in the public 
eye, and to gain strength from the gratuitous publicity which 
the London evening newspapers seem only too ready to afford 
them. In the meanwhile thoughtful people of all parties are 
pondering upon the action that can be taken to prevent recur- 
rent trouble in the docks. One Labour Member of Parlia- 
ment in a letter to The Times has suggested that the best way 
to restore the authority of the established unions would be 
to go back to direct negotiation between employers and the 
unions instead of having them jointly represented on the Dock 
Labour Board, thus restoring to the union leaders their proper 
function. In view of the ambition of the unofficial strike 
committee to wrest the leadership of the dockers from the 
official unions and to carve out a new union of dockers, it is 
ironical to note that the International Labour Office this week 
announced that Britain is the first country to ratify its con- 
vention on Freedom of Association and the Right to Organise. 


* x n 


Crime in London 


The criminal statistics for the whole of England and Wales 
in 1948, which were commented on in The Economist of 
July 30th (page 234), have been followed by the publication 
of the report of the Metropolitan Police Commissioner for 
the same year. From the accompanying chart it will be noted 
that although, for the country as a whole, there has been a 
steady increase since the war in the number of indictable 
offences, the peak year for London was 1945 and since then 
its yearly total has slowly fallen. In other respects, it has had 
the same experience as the rest of the country. Offences against 
the person, a category which includes crimes of violence and 
sexual offences, rose from 2,493 in 1947, to 2,595 last year. 
And London, like the rest of the country, shows another rise 
in crimes by children and young people. 


The Police Commissioner’s comments on this rise in juvenile 
crime have provoked more discussion than anything else in 
his report. He declared that almost all experienced police 
officers are agreed that 


some children’s courts entirely fail to impress on the young 
offenders brought before them the seriousness of their acts, and 
that repeated bindings over or probation orders only serve to 
engender a contempt for the law. 
To this the magistrates concerned have a ready retort in asking 
what they are expected to do. To send a child away from 
home to an approved school for two or three years is no light 
step, especially if it is the lack of a stable home in the war 
years that is a factor in its delinquency. Moreover, approved 
schools could not take in greatly increased numbers of children 
without diminishing their usefulness to those who need their 
treatment most. Sending a child to a remand home for a 
short period is never regarded as satisfactory. There is no 
corrective treatment, and the child may be contaminated by 
more serious offenders. There remains binding over and 
placing on probation, combined with a reprimand. But the very 
large numbers that are dealt with in this way, particularly if 
the same child is so treated more than once (a serious omission 
in the report is statistics of how many children commit more 
than one offence), tend to produce a familiarity that breeds 
contempt. A more effective method of correction may be the 
attendance centres, to be introduced experimentally under the 
new Criminal Justice Act. “Keeping in” a child for a few 
hours once a week, when it would normally be going to the 
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cinema, may well have a more restraining influence than 
repeated magisterial wiggings. 


It is still not certain, however, that there is cause for eXcite. 
ment in the statistics of juvenile deliquency. It ought to } 
remembered that in 1948 every child in the age £TOUp con. 
cerned—8 to 16 inclusive—had lived over five years of its lif 


during the unsettlement of war. If one considers what this 
entailed—ihe separation and absence of parents, air-raids, 
evacuation and the very scanty education that many of the 
children were given—it is a matter for congratulation that the 
postwar figures for juvenile delinquency are not a great deal 
higher. 
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Inquest on a Policy 


The long-promised White Paper on United States relations 
with China—called by some the State Department’s “ alibi”— 
has now been published in Washington together with a cover 
ing letter from Mr Acheson to the President. It is a twr 
edged document, as might be gathered from the variation i 
the news headlines in the British press ; thus the Daily Mail 
headlined it, “ America Drops Chiang,” while the Daily Express 
announced, “US Hits at China Reds.” The Daily Worker 
found the report so little to its liking that it relegated it toa 
back page. The report, indeed, gives no support to those who 
hold that the Chinese Communists are “ different” or that 
their victory brings no detriment to the United States ; they 
are declared to have “forsworn their Chinese heritage 
publicly announced their subservience to a foreign Powet.” 
Nevertheless, the main burden of the report is the exposure 
of the sins of the Nationalists, who are charged with most 
culpable failure to make proper use of the American aid which 
has been given to them, and it is plainly indicated that they 
must expect nothing more from their former patron. 


The White Paper is essentially an attempt at accounting © 
the American people for very large sums of money ¢ 
in support of a policy which has ended in disaster. Sime 
VJ Day the American Government has authorised grants and 
credits to China to a total of some $2,000 million, an amount! 
“ of proportionately greater magnitude in relation to the budget 
of that government [the Chinese] than the United States ha 
provided to any nation of western Europe since the end of the 
war.” In addition the United States has sold to China surple® 
war supplies of a procurement cost of over $1,000 million for 
$232 million. Americans naturally agk why so great an & 
penditure has produced so little result, and the Secretary d 
State answers: “Nothing that this country did or could have 
done within the reasonable limits of its capabilities could have 
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changed that result ; nothing that was left undone by this 
country has contributed to it.” 


Undoubtedly the apathy, corruption and inefficiency of the 
Kuomintang and its military forces have been major factors 
in the defeat which has overtaken their cause ; they have been 
a sore headache to those who tried to help them. But the 
State Department's disclaimer of responsibility goes too far. 
No serious effort has ever been made to control expendi- 
ture or to see that American supplies actually reached 
the armies in the field. It has always been held that 
jay kind of inspection would infringe China’s sovereignty and 
discredit the Nationalist Government in the eyes of the 
Chinese people. But the fact of American aid was not con- 
cealed, and Chinese national pride was not spared in the 
patronising public statements made by Generals Marshall and 
Wedemeyer after their missions to China. The Americans 
aquired the reputation in China of unlimited intervention, 
while in reality they did not interfere even to the extent of 
preventing their supplies from being sold for private profit by 
government officials. For the anti-Communist the story should 
serve as a classic example of how not to do it. ; 


* * * 


President Quirino in Washington 

The publication of the American White Paper on China 
just preceded the arrival of President Quirino of the Philippines 
on a visit to the United States. In accordance with the 
custom which allows occasional addresses to Congress by 
foreign statesmen, President Quirino has made speeches to 
both the Senate and the House of Representatives and has 
expressed his views on the need for a Pacific Pact, thus making 
adirect appeal to the American legislature and public opinion 
and to some extent by-passing the Administration. 


The political situation involved in his visit is a complicated 
one and must be somewhat embarrassing to President Truman 
and Mr Acheson. There is no doubt that they would like to see 
some kind of combination to resist the spread of Communism 
in the Far East and are anxious to maintain the best of relations 
with the Philippine Republic, which has not only a special 
sentimental hold on Americans as an ex-American territory 
and war-time ally, but also provides the sites of the American 
naval bases nearest to the Asiatic continent. On the other 
hand, the White Paper appears to imply a repudiation of 
General Chiang Kai-shek and the Chinese Nationalist regime 
by the Truman Administration, whereas President Quirino’s 
Pacific Pact scheme includes Nationalist China and has in fact 
arisen from his recent eonversations with General Chiang. 
President Quirino’s political outlook is thus nearer to that of 
the Administration’s Republican critics than to that of Mr 
Acheson, and his arrival in Washington appears to have been 
4reinforcement to those Americans who hold that the President 
must definitely make up his mind whether he is opposing Com- 
munism in China or not. 

So far the Administration has made no clear statement 
of the policy it intends to pursue in China in future ; the five 

basic principles” enunciated by Mr Acheson at his press 
conference on August § are too vague to commit the 
United States to any specific course of action. It is known 

is now as there has been ever since 1945, 

4 group in the State Department which holds that America 
‘an make friends with a Communist China and detach it from 
the Russian orbit. But Mr Acheson’s letter to the President 
has at least verbally denounced the Chinese Communists, and 
twill not be too easy to persuade the American public that 
~unism in the Far East is a menace which must be 
tesisted by the United States and yet that no 

fol hi moral support may be given to the only organised 
Which is still holding out against it in China. The 
the of the Philippines and Korea—with, it is rumoured, 
Mee of the Japanese Government and General 
“r—want to keep General. Chiang Kai-shek in the 
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picture, and pushing him out of the picture may prove to be 
a difficult task for the American Government, even after all that 
has happened to disappoint the hopes originally placed in him. 
The trouble is that he exists, whereas the prospective Chinese 
Tito is still merely a dream. A bird in the hand is worth two 
in the bush, even though it may be only a very bedraggled 
specimen. 
x . x 


Indonesian Republic in Sight 


Two main steps have now been taken towards holding a 
joint Dutch and Indonesian conference at The Hague. The 
first of these is agreement between the Indonesian Republicans 
and Federalists on the shape of the provisional government 
which they want for their new Federation—to be called 
Repubhk Indonesia Serikat (the Republic of the United States 
of Indonesia), Secondly, both Dutch and Republicans have at 
last agreed on the precise measures to be adopted to implement 
the cease-fire ; this now takes effect in Java from midnight 
on August loth and in Sumatra from midnight on August 14th. 


Events in Indonesia have proved often enough that it is 
usually useless to prophesy from one week to another what 
will happen next. But at this point certain facts are clear. 
One is that there is now more chance than ever before of bring- 
ing the United States of Indonesia into being within the next 
few months. Another, however, is that there is still no fixed 
date by which this can be expected to happen. The likely 
course of events is that, if the cease-fire is effectively observed, 
the conference at The Hague will begin in about two or three 
weeks. It is expected to last about two months; then 
another six weeks would probably be needed to ratify its con- 
clusions. That will be the moment at which the actual transfer 
of sovereignty to the new federation would take place, 


A flag is nothing if not a symbol. When the red and white 
of the old Indonesian Republic floats over the government 
buildings of the new federation—perhaps in a few months’ 
time—it will be hard not to regard it as the symbol of 
Jogjakarta’s success. For the agreement reached on August 2nd 
between Republicans and Federalists for a provisional govern- 
ment to take over eventual sovereignty from the Dutch, implies 
acceptance of the Republic as the main basis of the new state. 
Furthermore, the provisional government itself is to consist 
of a president elected by the delegates recently assembled at 
Jogjakarta, together with a five-man cabinet, of whom three 
members will be appointed by the president, and two elected 
by the three already appointed. Clearly, much will depend 
on who is chosen as president. The chances are that although 
the Federalist delegates are in the majority, this advantage 
will be outweighed by the personalities of the Republicans. In 
that case, it would be surprising if the president turned out to 
be other than Dr Soekarno. 


x * * 


The Nation’s Health 


The Ministry of Health’s annual reports for England and 
Wales suffer from being out of date by the time they are 
published ; for instance, the latest [Cmd. 7734] ends its story 
on March 31, 1948, and its statistics only cover the calendar 
year 1947. Since then, a new low record has been achieved 
for the infant mortality rate, which puts the already good result 
for 1947 in the shade. Moreover, the national health service, 
which has now been in operation for over a year, is not 
discussed in the report except for the preparations for its 
introduction. 


Yet there is still a great deal of interest even in the figures 
for 1947. It will be remembered that, so far as climate—an 
important factor in the national health—is concerned, it was 
a year of extremes. It began with a period of severe and 
prolonged cold and went on into a prolonged and unusually 
hot summer. It was also a year of economic crisis, which, 


together with the drought, made food restrictions more rigorous . 


than at any time during the war. Bread had already been 
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rationed when the year opened ; in September the meat ration 
was reduced ; in October the bacon ration was halved ; and in 
November potato rationing was introduced. In spite of all 
this, in spite, too, of the highest birth rate since 1921, the 
infant mortality rate, usually regarded as the most sensitive 
index of a country’s well-being, fell from 42.9 in 1946 to 41.4. 
The severe winter was probably responsible for the slight mse 
in the crude civilian death rate, 12.3 per thousand of the popu- 
Jation against 12 in 1946, and for the smal] increase in deaths 
from tuberculosis. The death rate from tuberculosis, however, 
still compared very favourably with the prewar rate. The only 
disquieting features of the history of epidemic disease in 1947 
were an outbreak of smallpox with 78 cases and 15 deaths— 
which is chiefly interesting because since then compulsory 
vaccination of infants has been abolished—and the first big 
outbreak of poliomyelitis (infantile paralysis) that this country 
had had. The course of this epidemic in 1947, described in 
the report, is of topical interest because of the fears of another 
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poliomyelitis epidemic this year. The weekly notifications for 
the two years beginning in the middle of May are shown in the 
second chart, from which it will be seen that so far this year’s 
weekly rise is not sO steep Or sO Consistent as in 1947. 


On the whole, however, the picture of the national health, 
presented by the statistics of this report, is extremely good. 
But it leaves one wondering why, now that the health of the 
average individual is better than it has ever been, he should 


" find it so difficult to do a hard day’s work. 


* * * 
Benefits of Hospital Patients 


The National Insurance Advisory Committee has issued 
a@ report on what sounds a most abstruse subject—the prelimin- 
ary draft of the national insurance (overlapping benefits) regu- 
lations—but which happens to be of general concern. The 
point at issue is whether the insurance benefits of people 
receiving treatment in hospital should be reduced and if so 
at what point in their stay in hospital. 


The preliminary regulations that are now in force have 
caused much indignation among those who have had their 
benefits reduced in accordance with them. Why, they say, 
should this happen when the health service is a free service ? 
Are we not, by this reduction, being charged for our main- 
tenance in hospital ? The principle, however, behind the main 
social security scheme is that people should not be provided 
for twice for the same contingency. The ordinary sickness 
benefit of 26s. a week is intended to contribute towards a 
person’s normal needs, including his board and lodging. If 
his board and lodging are being provided by another of the 
social services—that is, the hospital service—there is a clear 
case for a reduction in the insurance benefit. The strict applica- 
tion of the principle might, of course, create hardships, so the 
advisory committee recommends that there should be no 
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reduction in benefit until a person has been in hospital eight 
weeks. After that, and for the remainder of the first year in 
hospital, the 26s. weekly benefit should be reduced by §8. for 
a person with dependants and 1os. in other cases. At the eng 
of a year, persons without dependants are to have their benefiy 
reduced to 5s. a week, while those with dependants will receing 
ss. a week for themselves, the balance of 16s. betweem this 
sum and the 21s. which they were receiving formerly being 
paid straight to their dependants. The committee r n 
however, that persons not receiving benefits for depéndany 
and who, therefore, will probably have no home to return 10, 
should have the second reduction in benefit placed to they 
credit and paid out on their discharge from hospital to help 
resettle them in ordinary life. c2aR4 


The saving to the national insurance fund from the 4 
liminary regulation now in force is just over £3,000,000 a ¥ 
The committee’s recommendations will reduce this to } 
over £2,000,000. It is a tiny saving when set against the 
hospitals’ expenditure on patients’ food of about £18 million 
a year, But it may have a salutary effect in reminding per 
that there is a limit to the spending of the welfare state; 
is quite wrong is that there is no similar provision for a Teduc- 
tion in benefit under the National Insurance (Industrial 
Injuries) Act. Thus, of two patients in the same hospitl 
ward, the one suffering from an accident or disease contracted 
at work will not have his benefit reduced while the other/will 
The already big anomalies between the two insurance schemes 
in the amount of benefit are thus made more apparent than 
ever. ee 

# * * ‘ 
Israeli Diplomacy 


A high official of the Israeli Foreign Office is on his way 
to Moscow and at first glance this trip, which was announced 
at the end of last week, looks like a snap of the fingers at the 
western Powers on the Security Council. Only two days 
previously, their delegates had, despite Israeli protests, 
supported Dr Ralph Bunche’s contention that, now tha 
armistices have been signed with al] Israel’s neighbours, the 
arms embargo upon the Middle East should cease. But in 
fact the visit was planned earlier, and signifies no sudden hull. 
Its purposes are two: one is to see if direct dealings with 
Moscow will produce an order to Rumania and Hungary © 
become more co-operative about permitting the departure 
of Jews. The other is to display the Government’s determine 
tion to remain faithful to the foreign policy which it presented 
to its people in March—a policy of “ friendship with all peact- 
loving states, especially with the United States of America 
and the Soviet Union.” Lately, it has been leaning rather 
heavily to the American side. 


Misunderstanding of the gesture is excusable because, 
diplomatically speaking, the Israelis have been overplaying theit 
hand about the arms embargo. For one thing, they themselves 
have made a mockery of it. From being, on the first day of the 
Palestine war, a Power that was unable to reply when the 
Egyptians bombed Tel Aviv from Spitfires, they have become, 
thanks to American dollars spent largely in Czechoslovakia, the 
best armed Power in the Middle East. For another, they @ 
not scruple to vaunt this fact in the quarters which suit them. 
For purposes of home morale, they displayed not only theit 
newest tanks but also their Liberators at a recent Army Day 
parade. For a third, none of their neighbours—except the least 
likely to attack them, which is Egypt—have a piastre in the 
Treasury to spend on the “armaments race ” that the Israelis 
say they fear. They are doing themselves more harm thai 
good by pressing for the retention of the embargo, for as long 
as it lasts traffic and trade of all kinds will not return to 
in the Middle East. In particular, the Israelis will not ge 
what they so greatly need for the benefit of their balance d 
payments—a normal movement of shipping through the Suet 
Canal. At present, immigrant ships from the east have 
travel via Gibraltar and there is no passage for tankers catty 
ing crude oi] to the idle refinery at Haifa. oe 
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Journey into paper 


Logs, secured in tow-booms at collecting points at the 
mouths of the rivers of Newfoundland, are towed to 
Bowaters Corner Brook mills—beginning a journey 
that may cover thousands of miles before transforma- 
tion into paper or board is completed. Logs, too, come 
overland to the mills, transported in giant 50-ton 
trucks along roads built deep into the forests by 
Bowater engineers. On the other side of the Atlantic 
pulps and pulpwood from Canada and Scandinavia are 
unloaded at Bowaters deep-water docks at Northfleet 
and Ridham in Kent and at Ellesmere Port on the 
Merseyside, whence they are taken to the mills over 
their own railway systems. For delivery inland, eight- 
wheeled lorries, each capable of carrying a load of 
fifteen tons of paper ir. rolls, are familiar sights on the 
roads throughout Great Britain. Tugs, trucks, ships, 
railways, lorries . . . all form links in the Bowater 
transport network designed for the speedy transit of 
paper in its various stages of manufacture. This real- 
istic planning to the last detail greatly contributes 
towards the efficiency of the Bowater Organisation 
in its service to its customers the world over. 
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London 
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Your eye may be caught first by some item, pro- 
saic, mysterious or merely teasing, in the Personal 
Column. It may linger—in pleasure or pain—over 
the Sporting News, or with becoming curiosity 
over the Court Circular. Or you may mark and 
inwardly digest, if your professional interest lies 
there, the City Notes, or the Law Reports. But 
sooner or later you will turn to the Leading 
Articles for which The Times is well known. 

As you read the considered opinion of a Leader 
in The Times it will perhaps occur to you that the 
eminent of all sorts may at that moment be 
reading it too ; for The Times’ Leader is a baro- 
meter which the world taps daily. Administrators 
here, Senators in Washington, Deputies in Paris, 
and a dozen other European capitals—all turn to 
The Times and its Leaders, The world does not 
always agree with The Times (nor The Times with 
the world!) but its editorial comment and opinion 
everywhere command respect. 
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At Lausanne, by contrast, the Israeli delegates have made 
some strenuous efforts to propose, through the medium of the 
United Nations Conciliation Commission, conditions of peace 
which the Arab delegations could accept. These last, though 
in a more conciliatory mood than they were, are still 
embarrassed by the fact that they have not told their home 
publics the whole truth about their discomfiture in war. They 
are, therefore, finding difficulty in signing anything called a 
peace treaty. The Israelis have suggested that the document 
shall for the present be called a protocol, and be temporary in 
nature. They have also said that they are willing to take back 
100,000 of the Arab refugees, provided that the Arab states 
will, firstly, make corresponding offers and, secondly, accept 
this gesture as an integral part of the peace settlement. The 
fact that the four Arab delegations accepted these conditions 
without reservation is the first evidence from the Lausanne 
front that diplomatic tact, when practised, pays its users. 


* * * 


Rome-Belgrade Rapprochement 


The trade agreement that was finally signed by Italy and 
Jugoslavia on August 4th has political as well as economic 
significance. The meaning of the agreement is that both 
countries, while still claiming the territory cf Trieste, do not 
intend to upset the present modus wivendi, under which the 
territory is divided between an Anglo-American and a Jugoslav 
force of occupation with ERP filling the financial gap in the 
Anglo-American sector until transit traffic can be revived. The 
Italians suspended the trade treaty when Marshal Tito intro- 
duced the dinar into his zone of Trieste at the beginning of 
July—presumably as a gesture to offset his loss of Carinthia 
in the Austrian Treaty negotiations—and followed up this act 
by a speech at Pola in which he reaffirmed Jugoslav claims to 
the whole area. However, calm counsels prevailed. The 
Italians re-examined the Pola speech and found reassuring 
statements in it, which were confirmed in an interview between 
the Italian Ambassador and the Marshal. 

The trade treaty follows a series of minor agreements between 
Rome and Belgrade, which have all shown a conciliatory atti- 
tude on the part of Tito. Both sides stand to gain considerably 
from the £17,500,000 trade exchange now arranged, which 
represents a big increase on the pact of 1947. Italy will receive 
timber, copper, bauxite, some maize and lead. The American 
ERP administration is said to be willing to allow the counter- 
part fund to be used for buying the lead, which is in excess 
of Italy’s needs. From Italy, Jugoslavia will receive machinery, 
including immediate deliveries of electrical equipment, machine 
tools, chemicals and textiles, as well as lemons and oranges, 
which Jugoslavia probably does not need. 

Count Sforza said recently that “trade with Jugoslavia is 
essential to Italy’s economy.” Tito’s needs are at least as 
great, and certainly more urgent. The American loans which 
he may receive are not likely to approach the sums which he 
requires to meet the Cominform blockade, and the International 
Bank does not move quickly. In the meantime, Jugoslavia’s 
gold reserves are at an exceedingly low ebb. 


x * * 


Who Should Teach the Technologists ? 


Ever since the Report of the Percy Committee on Higher 
Technical Education was published in 1944 there has been a 
continuous argument whether advanced technological studies 
should be carried on inside or outside the universities. As 
evidence of the unsatisfactory state of affairs at the present 
time, the Advisory Council on Scientific Policy in their second 
report published recently [Cmd. 7755] recommend that 100 
men a year should be sent immediately for full courses at 
the best technological institutions abroad. This is not because 
variety of training is required, but because this country cannot 
provide nearly enough of the requisite quality. While this 
$s going on the Council states categorically that the necessary 
post-graduate education in applied technology—such as is 
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supplied by the Massachusetts Institute of Technology—cp 
only be met in this country by the universities, and that the 
encouragement of higher education in the applied sciences 
should be entrusted to the University Grants Committee 
instead of to the Ministry of Education and to the local edug.- 
tion authorities. To implement this it is recommended tha 
colleges of applied science should be set up with suitable 
governing bodies of their own “ but closely welded into the 
universities.” : 
Such a form of organisation raises a host of problems of 
its own, but the Council’s proposal reveals its dissatisfaction 
with the progress now being made in improving higher 
technical education. The central and regional organisations 
set up as the result of the Percy report have been labouring 
painfully into existence, with very little to show for their effon. 
Hence the impatience of the Advisory Council. It appears 
that the new proposals are to be accepted to the extent of 
making immediate provision for advanced work in t 
at a small number of universities. The local authorities will 
be disgruntled, but it is probable that the needs of the nation 
will be better served. 


* * * 


Unity, Duality or Trinity in Schools 


The doctrine that the second best for the many must 
always take precedence over the best for the few has been 
given startling endorsement by the chairman of. the London 
County Council Education Committee, Mrs Helen Bentwich. 
There has been a good deal of controversy recently over the 
LCC’s proposals to devour the playing fields of three schoxs, 
Parliament Hill, Wandsworth and the Strand School, Brixton, 
by building huge comprehensive schools (combined modem, 
technical and grammar schools of 1,500-2,000 pupils) upon 
them and to swallow the grammar schools into them. In 
defence of the LCC’s policy, Mrs Bentwich, writing in The 
Times Educational Supplement of July 23rd, has said that if 
the space requirements of the comprehensive schools are to 
be met 

. . . the relatively generous provisions of playing fields which a 
very few schools have been privileged to enjoy in the past cannot 
continue.... The amenities of these schools will be in the 


future less for the few, but they will be infinitely greater for the 
larger number. 


Could there be a clearer example of the process of levelling 
down ? Sites for new schools are indeed difficult to find in 
London, but the difficulty becomes a virtual impossibility if 
they must house up to 2,000 children. 

Middlesex County Council, on the other hand, decided 
recently to reverse its policy on Comprehensive Schools. 
This arises from the change in the political colour of the 
Council in the April elections. When in power the Labour 
Party favoured comprehensive schools, but of a more modest 
size than the LCC, that is to say, with about 600-900 
pupils. While such modesty is admirable in itself it gives rise 
to great difficulties in keeping the grammar school element in 
the school large enough to maintain high standards in the sixth 
form, which is, after all, the crown and glory of a grammaf 
school education. As the result of fears on this score the 
Ministry of Education would approve of only three experi- 
mental comprehensive schools of this size, and the fate of the 
other secondary schools in the development plan of Middlesex 
remained in the balance. 

Now the Conservative majority on the Middlesex County 
Council has swept the comprehensive scheme away, except for 
the schools which are already in operation. They have also 
swept away one very misbegotten child of the Ministry—the 
separate technical school. In future a tripartite system will 
give place to a bipartite system, with the more intellectual 
children going to the grammar schools, where provision will 
be made available for the more academic side of technical and 
scientific education, and with the less intellectual children goimg 
to the modern schools. These schools, unlike the old 


elementary schools will make proper provision for practical 


courses, 
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Once again the K.L.M. luxury Constellation 


services are operating from Europe to Karachi, 
Calcutta, Bangkok, Singapore and Batavia. Once 








MADE BY LOTUS 
SUPPLIED THROUGH RETAIL AGENTS 


THIS... 1S THE SIGN OF 


A member of the 
Wholesale Textile Association 


He stabilises production for manufacturers, 
and takes the risk of buying, storing, selling, 
delivering and financing their goods. 


He cheapens the cost of distribution by lessen- 
ing the number of transactions. 


He saves the manufacturer having to interview 


thousands of retailers and send out thousands 
of small parcels. 


He saves the retailer having to travel round 
innumerable factories. 


He distributes the products of the factories 
through the retailer to the consumer with a 
little waste as possible. 


THEWHOLESALE TEXTILE ASSOCIATION, 75 CANNON ST., LONDON, £,6,4 
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for the speed and flexibility 
of Underwood Sundstrand 
Accounting Machines. 


You’re looking at the control 
plate of an Underwood Sund- 
strand Accounting Machine. This 
little device does virtually all the 
thinking.” The operator simply 
inserts forms and enters figures. 
From there, the Control Plate 
takes over and enables the 
machine to complete the work 
automatically. You get controlled 
accuracy, too. Printed evidence 
of accuracy is automatically 
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more you can enjoy the unrivalled hospitality of 
this famous service, with food and drinks free 


on board. So—this way to the Far East. 


Reservations from all Air Travel 
Agents or K.L.M. Royal Dutch 
Airlines, 202/4 Sloane Street, 
S.W.1. (Tel; KENsington 8111) 
and at Manchester, Glasgow 
and Dublin. 
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SAVE MONEY FOR YOU 





Simplicity in Aligning Forms. Operators insert 
forms directly to the writing position ia ome 
fast, easy motion, 


furnished, on either a proof tape or an 
audit sheet, the instant each posting is 
completed. May we explain further, with- 
out obligation, in your own office ? 


* ELLIOTT FISHER 


SUNDSTRAND 
MECHANISED SYSTEMS 


Speed the World’s Business 


GNDERWOOD ELLIOTT FISHER LTD., 18/19 Pall Mall, London, S.W.1. Tel: ABBEY 1018, 
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New Government in Bulgaria 


The crisis in the leadership of the Bulgarian Communist 
Party started last April when Dimitrov left on his last journey 
to Moscow and his most trusted friend and acknowledged 
successor, the deputy Prime Minister, Traycho Kostov, was 
arrested for “ anti-Soviet activities.” From the scramble for 
power which followed, the Soviet nominee, Valko Chervenkov, 
has emerged triumphant. He is now a deputy Premier and 
Secretary-General of the Communist Party. (The actual 
Premier, Vassil Kolarov, who is seventy-three, has been 
repeatedly reported ill in the last three months. He did not 
emerge from his confinement even for Dimitrov’s funeral.) 

Chervenkov became a member of the Central Committee of 
the Party only in 1945, on his return from Moscow, where he 
had been since 1923. His biographers now try to describe him 
as a Bulgarian Communist leader after World War I, but this 
is rather a difficult task as Chervenkov was then less than 
twenty years old. In fact nothing was known about him till 
he married Dimitrov’s sister in Moscow, in the thirties, and 
became Dimitrov’s bodyguard. Bodyguards of Communist 
leaders living in Moscow are usually the most trusted agents 
of the NKVD, and Chervenkov appears to have been no 
exception. At Dimitrov’s funeral he gave a solemn oath 
promising “ loyalty to the last breath ” to the Soviet Union and 
“the leader of the whole progressive humanity, the great 
Stalin.” 


The choice of the new Foreign Minister is also very signifi- 
cant. Vlado Poptomov is a Macedonian revolutionary who, 
like Chervenkov, has been a Soviet citizen for the best part 
of his career as a Communist. He was the assistant head of 
the Macedonian department of the Comintern. Hitherto, Pop- 
tomov has been editor-in-chief of the Sofia Communist paper, 
Rabotnichesko Delo, and chairman of the federation of Mace- 
donian Clubs in Bulgaria—a militant organisation which not 
only advocates openly “the overthrow of the Tito clique” 
but has also been sending armed Macedonian bands into 
Jugoslay Macedonia regularly in the past years. Most of 


The Loyal Irish 


The Queen’s visit to Ireland, her affable conduct, and 
the warm-hearted reception she has received from the 
Irish, are the all-absorbing topics of the week. Wholly 
to pass them by without a word might be considered 
inexcusable, and yet we can add nothing to the elaborate 
details which have already been perused in all the morning 
journals. One fact is plain: all doubt of the loyalty of 
the Irish must now be considered a grievous error. To 
display more enthusiasm—to crowd with more delight 
round the Queen—to follow her steps and gaze on her 
with more admiration than the Irish, is impossible. Her 
Majesty, and all about her, must be convinced that she 
has than them no more devotedly loyal subjects. A want 
of loyalty, in truth, has never been characteristic of them, 
nor of men in their condition. They see in Her Majesty, 
the great Chief of all the chiefs they have ever been 
taught traditionally to admire, and they transfer to her the 
guarded and hoarded feelings of ages. A want of loyalty 
is more characteristic of an advanced peop'e, who have 
compared the influence of individuals with the power of 
general laws over society, than of men in the condition of 
_ the Irish... . The loyalty of the Irish is less surprising 
than the opportunity they have had to exhibit it. Her 
Majesty’s visit will dissipate prejudices in several quarters, 
A better feeling will be excited towards them in those 
who share their loyalty, but have suspected the Irish ; 
and the hearts of the Irish will warm towards those who 
show confidence in them. The visit will carry with it 
the blessings of removing many suspicions, and of making 
Her Majesty’s subjects know, love, and respect each other. 


The Economist 


August 11, 1849 
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these bands, however, were quickly caught and liquidated in 
a true Stalinist fashion by Tito’s police. 


Chervenkov has dismissed Professor Ivan Stefanov, Ministe; 
of Finance in all Dimitrov’s Cabinets, and the only financig} 
expert of the Communist party. He was well known for his 
moderate views. His place is now taken by Petko Kunin, g 
former tailor’s apprentice who has studied “economics” jn 
Moscow. Anton Yugov, the dreaded Minister of the Interior 
(Police) is elevated to the post of second vice Premier. The 
Ministry of the Interior goes to the former Police Chief, Russi 
Hristozov, a fanatical thirty-five-year-old Communist tough, 
who was responsible for the unofficial mass “ executions ” of 
Communist opponents in 1944 and 1945. 


This new team, however ruthless, faces some difficult prob- 
lems. In his first speech before the Communist Central 
Committee, Chervenkov appears to be really worried about 
the chaotic economic situation of Bulgaria and particularly the 
desperate position of the peasants. For instance, he admitted 
that the government had “ fastened the screw too tightly in our 
relations with the peasants. We have in fact applied methods 
appropriate for war Communism only. We must unloosen 
the screw now and switch over to methods which will win the 
peasant and induce him to improve and to increase his 
produce.” 


Dr Livingstone, I Presume! 


The discovery of tigers in Africa by the Public Relations 
Department of the Colonial Development Corporation has 
caused some more disrespectful hilarity at the expense of 
Whitehall’s hard-working purveyors of information. They are 
also criticised for representing a journey along a major road 
from a port with “a bank, a hotel, a club, a golf course, 
churches and the other appurtenances of civilisation” as an 
adventurous plunge “ through lion and elephant country over 
an almost non-existent track into the heart of Africa.” But 
the sentiment of the public will surely warm to these flights 
of fancy and justify their authors against the censures of their 
ungenerous critics. If we are going to have a Colonial Develop- 
ment Corporation and to spend our national wealth on the 
development of Africa, let us at least have some return for our 
money in poetry and romance. 


What does it matter whether felis tigris is actually to be 
found on the soil of Africa or whether it haunts only the 
remoter East? Let Africa have its tigers ; they are more accept- 
able to the imagination than the “appurtenances of civilisa- 
tion” now to be found all the way from the Cape to Cairo. 
Let the Dark Continent be dark once more ; let the bold 
explorer seek again the sources of the Nile or follow the 
rumour of King Solomon’s mines into the unknown lands 
beyond the mountains. The public relations officers of the 
Colonial Development Corporation have judged correctly what 
the public wants ; they know that it would hear of elephants 
and savages and primeval forests, and takes no pleasure in 
learning that the literacy rate has been raised two per cent 
among the Banyankole or that the federated trade unions of 
the Congo Pygmies have applied for membership of the 
WFTU. 


Nor is there any reason why the new romantic vein in White- 
hall public relations should be confined to Africa. It might 
well be extended to home affairs and help to glamoris 
activities of civil servants which may otherwise seem dull 
and prosaic. Surely it would increase the news value of our 
state administration if we were to hear from a hand-out d 
the Ministry of Health that one of its officials had just completed 
a journey from Bournemouth into the heart of Wiltshire 
through the fox and badger country of the New Forest, where 
garage attendants have to arm themselves with spanners 
keep off the bears. The nation pays a lot to its PRO’s} 
has a right to expect from them occasional peeps through 


casemenits into faery lands forlorn. 
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Letters to the Editor 


Comparative Costs 


Sir,—I was very much interested in reading the leading 
article in your issue of July 9, 1949, wherein you pointed out 
the need to get the cost of production down before any appre- 
ciable improvement in the standard of living can occur. You 
cited figures showing how it takes the average British pro- 
duction worker almost twice as many weeks to buy certain 
articles at the present time as compared with prewar, and, 
specifically, that it takes the total wages (minus income tax) 
of an average British production worker for a period of 55 
weeks at the present time to buy the cheapest British auto- 
mobile as compared with 39 weeks in prewar years. 


I became curious as to what the situation was in the United 
States on that specific point, and made a check. I found that 
by making the same assumptions as were made in your article, 
namely, taking the price of the cheapest model, a two-door 
sedan, of one of the most popular makes of cars in the United 
States, and comparing the present with prewar prices, and 
taking the average weekly earnings for all manufacturing indus- 
tries (assuming income tax payments for a family of four 
persons) which amounted to $52.34 per week at the present 
time as compared with $23.62 in 1939, I arrived at the following 
conclusion : 





| All Manufacturing, | Weeks Work Needed 
i Net S ble 





et to Equal 
P.O.B. Weekly Earningst Car Price 
Retail “a emerges | <-guinearrenapempaaen 
Price® ! ' } ; 
Single | Family of | Single = Family of 
Worker Four | Worker Four 
ORAS SS 
go Pte ne Me 
Se ee 048 23-58 23-62 27-48 27-43 
ey 699 «| (24-69 24-95 28-31 28-02 
a ee 754 | 28-05 | 29-28 26 - 88 25-73 
| Sa 1152, 31-63 43-135 | 30-60 AY 
9 } . ® 
f pez aaa | aves {Be |. 35-6. 
1.219 1! : \f 26-16 | 23-29 
er { 1,313t 46-60 i 52-34 28-18 25-09 
} 
* Does not inchice transportation charges or state and local taxes. “a e 
t Prices were increased on August 1, 1947 and 1948. ‘ 
t Net spendable weekly earnings are obtained by deducting from gross weekly earnings, 
social security and income taxes for which the specified workers are liable. 


It would take all the wages of the average production worker 
25.09 weeks at the present time to pay for a car, as compared 
with 27.43 weeks to pay for a 1939 car at the then-prevalent 
wages. This indicates that, even though the prices have in- 
creased greatly in the United States as compared to prewar 
days, salaries and wages have kept pace with the trend, so that 
as far as purchase of automobiles is concerned the time required 
to earn the funds to pay for a new car was actually less than 
in prewar years.—Yours faithfully, O. P. PEARSON 


19395 Strathcona Drive, Detroit 3, Michigan 


Are Profits Too High? 


Si,—In your article “Are Profits Too High?” the argu- 
ment is presented that the total income of 2,608 companies, 
{1,115.1 million (a), is not excessive, bearing in mind what 
they did with it. In part, they used it to pay tax, £446.7 
million (b), 

Is not the tax payment a function of the total income ? 
The companies did not “have to find £446.7 million” in the 
‘ame sense that they were obliged to provide for repairs or 
ion. ‘They had to find (b) partly because their total 
income was (a). It cannot be claimed, in part, that (a) is not 
too high because (b) has to be paid out of it. ‘If the total 
income had been lower, the tax obligation would be less. 


The amount of tax paid therefore cannot be used in part 


justification of the amount of total income. The companies 
are not obliged to earn high income in order to pay tax. 
Indeed, it can conceivably be argued that the payment of a 
large amount of tax is a necessary corrective to a high level 
of total income. It might even be claimed that lower total 
income would permit lower prices and that the benefit to the 
consumer would outweigh the loss of tax yield. 


Your thesis that profits in general are not too high is not 
invalidated, but the case is overstated unless an adjustment 
is made for tax.—Yours faithfully, GLyn PICTON 

Porthcawl Hotel, Porthcawl 


[The article did not attempt to argue that high profits are 
justified by high taxation. rofits and taxation obviously move 
together. But critics of the one often forget the impact of the 
other.—EDITOoR.] 


Devaluing the Pound 


Sir,—Have you ever felt unwell on board a crowded 
steamer ? You are almost sure that sooner or later you have 
to step up to the rail and you know that afterwards you will 
be much better, perhaps even quite well. Still, you struggle 
desperately to postpone the inevitable, especially with all those 
people looking on. Perhaps they will be sick before you, or 
the sea may calm down suddenly. 


It is a mistake to wait too long, for your prestige may suffer 
even more if you can’t get to the rail in time.—Yours faithfully, 


ALFRED L. Marx 
39 Hill Street, Mayfair, W.1 


Television 


Sir,—I could wish that in your article in last week’s issue 
on the future of television you had found it possible to devote 
a little more space to the problems of television and the cinema 
in relation. 

Two facts, I believe, stand out: 

(a) In a two-dimensional viewing medium, the prepared film 
will always have the advantage over the transmitted studio play, 
if only because it is freer to move both in space and in time. 

(b) Neither the film industry nor the television industry alone 
can produce a film which will recoup its total cost from only 
one medium of exhibition within the United Kingdom. 


What is to be done about that? I doubt if your analogy of 
the arranged marriage is quite the most appropriate. Rather 
it is a case of arranging to get both horses harnessed to the 
one shaft and facing the same direction. 


Can the BBC manage this ? Or does it not need some more 
powerful influence than any yet applied ?—Yours faithfully, 


3 Hans Crescent, London, S.W.1. ERNEST WATKINS 


South-East Asia 


Sir,—To your readers in the east, your editorial of May 
28th must have come as an agreeable surprise. 


To stem Communism in south-east Asia, as elsewhere, it 
is essential that economic attraction as well as armed defence 
be both available and publicised. But pride must be con- 
sidered at every turn. “Remember that the pride is more 
important than the stomach.” One country after another has 
shown that a leader who appears dependent upon foreign 
power tends to lose, by the measure of that dependence, his 
grasp upon his people’s support, however substantial may be 
the economic advantages from the alliance. Chiang Kai-shek 
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was not the first example of this. Mao Tse-tung may not be 
the last. Heads of military missions will do well to brood 
upon this if their good intentions are not to become decisive 
ammunition for subversive minorities. 


As regards economic attraction, it would be admirable if 
substantial public works could be developed by international 
finance and technology. But it would be well to anticipate 
whether such projects would be directed by organisations with 
Oriental experience or fettered by apron strings from Western 
capitals. South-east Asia cannot afford that substitution of 
political passion for costs of production which afflicts Socialist 
England. 


Meanwhile, thought might be given to some simpler steps. 
The word “exploit” has been too loosely used in connection 
with western investment in Oriental areas. There is no 
justification for its survival as a Communist lever. How many 
directors of western projects in south-east Asia have acquainted 
themselves with the percentages of profits that are ex- 
pended, on the one hand, in wages and salaries to Asiastics, 
in local taxes and profits ploughed back to provide further 
employment, and, on the other hand, the percentage vf profits 
remitted overseas to absentee stockholders ? Of these how 
many have acquainted the public ? If figures of this sort were 
pooled and publicised without disclosure of individual cases, 
they would furnish a record with which Communism cannot 
compete. 


In this connection, your editorial of May 28th omits all 
reference to the Philippines, although over 95 per cent of the 
Philippine population of 19,234,182 are of Malayan origin, and 
the Islands are a geological extension of Indonesia and less 
than three fiying hours from Hongkong. 


Despite the stresses and scandals of an election year, some 
agrarian discontent and lawlessness on one island, and war 
damage immeasurably greater than was suffered by Hongkong 
or Malaya, the people of the predominantly Christian Republic 
of the Philippines today have a higher percentage of literacy 
and a higher standard of living than any other in south-east 
Asia, and, whatever threats may lie ahead, the Philippine 
Republic is a livelier illustration of partnership with the west 
and a likelier bulwark against Communism than most of the 
regions you enumerate.—Yours faithfully, 


Ayala Building, Manila, GERALD WILKINSON. 


Czechoslovak Justice 


Sir,—You may be interested to hear of a case of judgment 
passed by the High Court of Prague and the way modern 
“ jurisdiction ” in Czechoslovakia is applied to foreign claims. 


At the end of 1938 I was entrusted by a reputable Czecho- 
slovak public company of the metal and engineering trade to 
work out a technical and financial scheme for the establishment 
of a subsidiary company in Great Britain. The compilation of 
that scheme was connected with elaborate technical work, 
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numerous journeys abroad and manifold negotiations, The 
establishment of the factory did not materialise, owing to the 
sudden outbreak of war in September, 1939. 


After the cessation of hostilities the company for which ] 
worked was nationalised and the payment of the submitted 
bill was rejected. As a British subject resident in this country, 
I was compelled to go to court. The court accepted all offered 
proofs such as my having done some work for the company in 
this country on account ef a special full power of attorney, and 
my having incurred certain expenses. The court, however, 
contended that my claim was not to be lodged against the new 
national enterprise, although the entire property, with all its 
assets, belonging to my employer, was transferred to the owner. 
ship of that new enterprise. 


According to the present Czechoslovak law, the new national 
enterprise, in which the property of the nationalised co 
has been incorporated, is committed to take over all liabilities 
of the previous company. Notwithstanding this the court has 
found that my. claim could only be raised against the company, 
deprived of all its assets by nationalisation. That company 
may eventually receive compensation, but whether such com- 
pensation will ever be paid remains to be seen. 


Although this judgment is a travesty of justice, the solicitor 
representing the case cannot recommend an appeal against this 
decision due to the fact that, unbelievable though it may seem, 
the Czechoslovak Supreme Court has confirmed similar 
decisions since September, 1948.—Yours faithfully, 

R. STEN 

7 Rivermead Court, Hurlingham, London, S.W.6 


The Role of Pakistan 


Sir,—I really cannot understand where the anti-Pakistan 
policy of Britain and the British press will stop. In the last issue 
of The Economist you have come out with another suggestien 
that Pakistan should concede a port on the Makran coast as 
a sea outlet to Afghanistan. All these suggestions which 
appear in the British press to stabilise the turbulent situation 
in the Indian sub-continent or on the borders aie always at the 
cost of Pakistan’s economy or territory. The attack of India 
on Kashmir was a blow to the territorial integrity of Pakistan 
and could easily lead to the collapse of this newly-born stale 
at one stage. But Britain, claiming herself to be the Mother 
of the Commonwealth, always adopted an indifferent attitude. 
The release of sterling balances to India while refusing all 
kinds of material and technical help for the development of 
Pakistan resources is enough to show the anti-Pakistan attitude 
of Britain. Pakistan has to find friends—friends not only in 
name but in actions and relations as well. ‘The forthcoming 
visit of Mr Liagat Ali Khan to Moscow will definitely bring 
something more realistic and will be more appealing to the 
Pakistan mind than the mere membership of the Commom 
wealth.—Yours faithfully, MUSHEERUDDIN ANSARI 


89 Shrewsbury Street, Manchester 16 
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NEW BOBBIN COVERS INCREASE OUTPUT 


Quicker, cheaper to make, more practical in use 





Better for their job because 
of BAKELITE 


In this textile bobbin you have an excel- 
lent example of how BAKELITE materials 
benefit both the producer and user of an 
article. Formerly made of metal, bobbin 
covers moulded in BAKELITE plastics are 
not only cheaper and quicker to produce, 
but in use ‘keep their seats’, resist frac- 
ture and wear, reduce thread breakages 
and consequent stoppages of machines. 
The exceptionally wide range of special 
grade BAKELITE materials which are avail- 
able for immediate use makes possible 
comparable advantages in connection 
with many engineering applications, and 
remedies shortage of other materials. 
There are possibilities here worth inves- 


tigating. Just write or telephone us. B A K E L i T E P L A S T i Cc S 


TRADE MARK 


BAKELITE LIMITED . 18 GROSVENOR GARDENS . LONDON - S.W.1 - PHONE SLOANE 9914 
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We undertake the design, construc- 
tion and erection of road, rail and 
other bridges, either by riveted or 
welded fabrication. The modern 
methods we employ are backed by 
our wide experience of bridge 
building—stretching back for over 
a century and a half. 
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Built in 1928 at Appleford near 
Oxford to carry the G.W. Railway 
main line over the River Thames. 


“\ THE BUTTERLEY COMPANY LTD. ws 
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London Office : 20 Ashley Place, Victoria, S.W.1 
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Books and Publications 


Political Pamphleteering 


“ Pax Britannica.”” By F. A. Voigt. Constable. 576 pages. 25s. 


Tus book, by one of the most experienced and learned of 
British commentators on international affairs, is a brilliant 
piece of political warfare. Whereas the historian, even of recent 
or current events, is concerned with causes, effects and the 
course of events, the political warrior is Out to prove a Case. 
The enemy must be utterly blackened, and all compatriots of 
the warrior who have consciously or unconsciously acted to the 
advantage of the enemy, must be portrayed as contemptible 
fools or traitors. On the other hand, all who have fought on 
the warrior’s side against the present enemy—though not 
necessarily against earlier enemies—must be as white as snow. 

The enemy is Communism and the Soviet state. Mr Voigt 
well understands, and skilfully explains, many aspects of both. 
He analyses the precise and special meanings in Communist 
terminology of such words as “democracy,” “ election,” and 
“peace.” He shows how the Soviet leaders consider the 
citizens, and especially the “ workers,” of all «ther countries 
bound by an overriding loyalty to the Soviet Union, the “ most 
advanced ” state in the world, the “fatherland of the toilers.” 
All who oppose Soviet policy anywhere in the world, whatever 
their nation, are guilty of treason. Mr Voigt supports his 
argument with quotations from Stalin and examples from 
Comintern history—both subjects of which the British public 
is still woefully ignorant. Perhaps the only weakness of this 
section of the book is that the author is too kind to Lenin, in 
whose career much may be found of the special forms of fraud 
and violence of which Stalin is the greatest living master. 

This part of the book is so good that the defects of the rest 
are the more regrettable. The chapter on Poland is useful, 
though one wishes that more had been said of the activities 
of the Home Army. The treatment of Jugoslavia is 
much less satisfactory. Tito’s propaganda grossly exaggerated 
the achievements of the Partisans and made many false 
accusations against Mihailovic. It does not follow from 
this that the Partisans did not seriously fight the Germans, 
or that Mihailovic did not for long periods deliberately sanction 
close military collaboration between his forces and those of both 
Italian and German invaders. Many British officers and officials 
were misled by “ revolutionary romanticism” and did not 
understand the true nature of Communism—whose fault was 
it that this was so littke known between the wars in Britain ? 
Some may even have deliberately helped Communism. But 
policy decisions were taken not by them, but by the War 
Cabinet, after consulting with its highest military and diplo- 
matic advisers. And Soviet domination of Eastern Europe 
was decided partly by the American veto on the plan for an 
invasion of south-east Europe, and partly by the decisive 
action of King Michael of Rumania—itself the result of long 
exhortations by the western Powers. The interplay of military 
and political factors was much more complicated than Mr Voigt 
seems to realise. 

His chapter on Greece is better but it is also rather 
one-sided. He too readily accepts the view of the Greek 
monarchists, and says nothing of the stupid persecution and 
cruclties which in 1946 and 1947 drove thousands of non- 
Communist Greeks back under Communist leadership. 
Altogether he shows little sign of understanding the Balkan 
background or the economic and social conditions of Eastern 
Europe, the soil in which the Communist seed struck roots. 

In his concluding chapter Mr Voigt has some excellent 
things to say on the “priority of defence over opulence,” 
and on the folly of refusing to consider war a possibility if war 
is to be avoided. His book may be warmly recommended to 
those who already know something of Eastern Europe. It will 
not fail to stimulate even those who strongly disagree. But 
beginner students should read it with caution. 


Russian Background to the East 


“ Soviet Russia and the Far East.” By David J. Dallin. Hollis ang 
Carter. 398 pages. 30s. 

OF all the areas in which Soviet expansionism presens 
problems, the Far East remains even today the most perplexing 
Mr Dallin, a Menshevik émigré whose writings have won him 
something of a reputation in the USA over the last few 

has attempted to provide a historica] background against whic 
these perplexities can be profitably studied. This consists of 
two works. The present one—originally published in the 
United States last year—and a more recent one dealing with 
earlier periods under the title of “ The Rise of Russia in Asia” 
so far unpublished in this country. 

“ Soviet Russia and the Far East” takes up the story in 193 
and carries it forward to 1948. But the book is 
balanced, since the period before World War II is dealt with 
in a rather summary fashion. As a historian, Mr Dallin has 
obvious merits which are not in the least outweighed by his 
equally obvious defects. The latter (as earlier books of his 
have shown) are concerned mainly with a comparative indiffer- 
ence to the distinction between established historical facys 
and reasonable probabilities. His writings tend to take the 
form of a series of categorical statements presented with equa 
assurance, so that the reader is ieft to look for the appropriate 
footnote in order to discover to what extent they may be 
accepted at their face value. It may, for example, be true that 
in 1932 the Russians set up a “ secret Provisional Government 
for the (Russian) Far East” in case the Japanese severed con- 
nections between that area and Moscow, but we are not told 
how Mr Dallin got admitted to the secret. It may also be tre 
that in 1939 the Russians tried to get Great Britain and France 
to extend the contemplated agreement to the Far East, but it 
would be interesting to know upon what Mr. Dallin bases an 
assertion for which so far there is no supporting evidence, Mr 
Dallin is probably 1ight in attaching importance in the history 
of wartime diplomacy to Allied fears of a separate peace 
between Russia and Germany. But it is not made clear whether 
he thinks there is evidence now to justify what the Japanese 
believed at the time, namely that there were secret negoti 
tions between the two countries taking place in Bulgaria in 
the spring of 1943. 

Mr Dallin’s merits are his ability to appreciate with critical 
detachment the foreign policies both of his native and of his 
adopted country. His hostility to the Soviet regime doc 
not blind him to certain inadequacies in the American respons 
to the Soviet challenge—for example in Korea. His hostility 
to Chinese Communism does not prevent him from doing 
justice to the genuine idealism that has in part inspired it 
nor does it induce him to pretend that its Chinese opponents 
are democrats sans peur et sans reproche. On the other hand 
by a convincing accumulation of evidence he does dispos 
beyond all reasonable doubt of the nonsensical view thal 
Chinese Communism is “an agrarian movement” with litte 
or no connection with Moscow. The over-riding merit of tht 
book is that by taking Soviet policy, and not “China” or the 
“Far East” as his guiding thread he can juxtapose against 
background of world diplomacy, events in China propef, 
Japan, Korea, Mongolia, and Sinkiang, and use events in 
to illuminate developments elsewhere. This is not to SJ 
that the whole thing is one vast well-oiled machine. Mr Dallin 
shows us occasions both in China and in Korea, where the loc 
Communists have been momentarily out of step (as Mr Pollitt 
was once out of step); but if they are wise—and they usually 
are—such leaders are not out of step for long. Whether ths 
state of affairs will continue, whether Communists in govel 
ment will be as faithful to their Marxist and Muscovite back 
ground as Communists in opposition, is not a question fe 
historians. Mr Dallin offers little prophecy and no advice 

But he has written a useful book. 
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In the Steps of Adam Smith 


“Price Control : Government Intervention on the Free Market?”’ By 
F.R. J. Jervis. Hutchinson’s Scientific and Technical Publica- 
tions. 220 pages. 12s. 6d. 

Tue energies of economists nowadays—or at all events ot such 
economists as do not devote themselves wholly to speculative 
exploration—are mostly devoted to matters of high policy ; 
properly enough, in a society bent on achieving control of its 
economic destinies, they regard themselves as expert advisers 
to experts, as custodians of general truths to which those experts 
can refer, as forgers of tools for experts to use, or—to change 
the metaphor—of compasses for them to steer by. The experts 
jn question, however, are doing their work in a democracy, 
whose degree of education and of freedom from misconceptions 
both colours their own views and limits their scope, and it is 
painfully obvious that in economic matters the democracy is 
at present not merely uneducated but miseducated ; not merely, 
like the African bushman, unabie to count above five, but dog- 
matically convinced that five is the sum of two and two. There 
js need for patient statement and re-statement of the very 
elements of economic common sense, for the reiteration of the 
forgotten obvious, for indefatigable axe-work on the hydra- 
heads of fallacy ; work which must necessarily lack the path- 
breaking excitement which it had when Adam Smith did it, 
and which is therefore uncongenial either to the intellectual 
explorer or to the practical backroom boy. Not nearly enough 
of it is being done. 

Mr Jervis’s “ Price Control ” embodies such work. It is a 
comprehensive criticism of government intervention in the 
pricing process, based on a statement of the elementary 
principles of value theory ; it deals with public utilities and 
with commodity valorisation schemes, with control of profit 
margins and of dividends, with maximum and minimum prices, 
with specific fields such as housing, food subsidies, and the bulk 
buying of imports. It is a competent, straightforward, logical 
job ; Edwin Cannan, one feels, would have approved of it, so 
would Adam Smith, whom Mr Jervis quotes often and with 
effect. Mr Jervis does not, like these, wed economic insight 
to literary quality, nor does “Price Control” display that 
human touch, that rich appreciation of the absurd, which made, 
for instance, Mr A. S. J. Baster’s “ The Little Less ” such a 
pleasure to read. While never actually heavy, it Coes not 
perceptibly attempt to be more than an efficiently constructed 
textbook. But no other book, whether textbook, treatise or 
squib, known to the present reviewer, affords so complete, 
up-to-date, clear and trenchant a statement of the basic case 
for the competitive economy. A wide circulation for Mr Jervis 
would be a bull point for economic recovery. 


Arousing America’s Conscience 


“A Man Called White.” By Walter White. Victor Gollancz, 
Limited. 382 pages. 18s. 
Mr Wuite is as white as his name: since no one can guess 
that he is by race a Negro, unless he chooses to reveal it, he is 
a living argument that the only fundamental difference between 
a white man and a black is the colour of his skin. Mr White 
is not lazy or irresponsible or cowardly: the highest courage 
and a great sense of responsibility were needed to make a man, 
who had experienced the mob fury to which Negroes can be 
in America, choose a career which would expose him 

o that fury, and force him to work hard, for the rest of his 
life, This moving and dramatic book is the history of Mr 
’s thirty years’ work in the National Association for the 

ent of Coloured People, work which has brought 


him fame far beyond his own country and which failing health 
now forced him to curtail. . 


His book is the story of that Association, which has been 
‘0 largely responsible for America’s growing consciousness of 
the injustices suffered by its Negro citizens. Except during the 
Wat years, when discrimination against Negroes in the Armed 
Forces was its chief problem, the Association has concentrated 
much of its energy against discrimination in education. It has 
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attacked this discrimination consistently on legal grounds and 
has won a series of victories which have been as important for 
their enlightenment of public opinion as for their effect on the 
position of the Negro. There could have been no more telling 
way of arousing America’s conscience than some of the Supreme 
Court’s arguments in these cases. 

This concentration on the legal aspects of discrimination has 
meant steady, but it has also meant slow, progress and for this 
reason it has often been criticised by less patient workers for 
Negro equality, both black and white (and even more often 
red). America’s treatment of its Negroes is one of the sharpest 
weapons in Russia’s propaganda armoury. For this reason the 
work of the NAACP is especially relevant to the cold war and 
will become more so if the present economic recession in 
America deepens into the depression which in the past has 
meant race riots. Mr White has been one of the leading 
workers for federal action to protect the Negro’s civil rights ; 
indeed, parts of his book are a useful guide for any would-be 
Washington lobbyist. But real advances in the Negro’s posi- 
tion can come only by the sustained efforts of white and black 
alike, at the local level, to improve his economic and social 
status. It is surprising, therefore, to find that Mr White’s 
ready and sympathetic understanding fails him whenever he 
looks at the work Britain has done, and is doing, to achieve 
such advances in her colonies. 


Timber in Wartime 


“ Home Timber Production (1939-45).”” By Russell Meiggs. Crosby 
Lockwood. 275 pages. 15s. 

THE author, a Fellow of Balliol College, and formerly Chief 
Labour Officer of the Home Timber Production Department, 
writes here a clear intimate and objective history. For many 
it should be read in conjunction with “ British War Economy,” 
by Professor Hancock. Here one finds the same critical evalua- 
tion and analyses of the war’s impact on one section of the 
national economy. 

Much of the book is concerned with the administrative 
developments imposed by the changing fortunes and uncertain 
duration of the war, and by experience of the previous war. 
The main tasks were, however, clear from the outset: to con- 
trol and reduce consumption, to increase the home output and 
to organise the buying and shipment of imports. The pro- 
duction policy based on the existing trade—with the Depart- 
ment occupying a special balancing function—the fivefold 
increase in employment, and the statistical analyses and sum- 
maries of production are all part of the story. Due considera- 
tion is given to the many technical questions without which full 
appreciation would be lacking of the very solid achievement 
against increasing difficulties associated with timber supplies, 
depreciating equipment and labour competition. Of special 
interest for the economist and the administrator are two final 
chapters on statistical control and on costs and prices. 


American Labour 


“ Labour Politics in U.S.A.” By Mark Starr. Fabian International 
Bureau. 54 pages. 6d. 

Last November American labour demonstrated more impres- 
sively than ever before how it could bring its political weight 
to bear without setting up a separate political party. But 
developments since then, both in Congress and in the State 
legislatures, have provided an equally impressive demonstration 
of the need for applying even more weight over a sustained 
period if labour is to mould the existing political pattern into 
a shape satisfactory to it.. The American labour movement 
has, however, not yet reached the point where it is driven to 
establish its own political party, and it is very likely that it 
nevar will. This pamphlet, written by a labour educationist 
who knows the British labour movement as well as the 
American, explains why a Labour Party has neither been 
desired nor needed in the United States and why, even if 
conditions change in the future, it will still be difficult to 
establish one. 
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AMERICAN SURVEY 





The New Prometheus 


(From Our American Statt) 


T is symptomatic of present American thought about the 
atomic bomb in particular and about atomic energy in 
general that President Truman, presenting the sixth semi- 
annual Report of the Atomic Energy Commission to a hot 
and irritable Congress, stressed the beneficent rather than 
the awesome aspects. “All the people,” said he, “ will 
benefit from the increasing use of the products of atomic 
energy to further the healing arts, to bring about better food 
production, and to increase our understanding of the basic 
forces of life itself.’ And then, with a touch of that ponti- 
fical syrup which has flavoured his utterances since last 





“Pm Not Isolationist Any More—It’s Just That I Don’t 
Trust Anybody ” 
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November, he concluded: “ As I review the state of this 
nation’s atomic energy programme, I firmly believe that the 
people of the United States and all who rely on the strength 
of this nation have reason for reassurance and faith.” 


Mr Truman did not touch on what most of those people 
talk about—the number and types of bombs that may exist, 
the controversies that have been raging about the Commis- 
sion’s heads, the competition between Britain and the United 
States for Belgian and Canadian uranium ores, or the com- 
plaints of certain Senators that the United States scatters both 


information and radioactive isotopes abroad too gener. 
ously. Neither did the Report. If Senator Hickep. 
looper’s accusations of “unbelievable mismanagement” 
appear incredible in the light of the work done by the Com. 
mission, if charges of carelessness in picking personnel are 
dimmed by the account of the precautions taken (20 per cent 
of the 4,700 employees are busy with security rather than 
research or production), the rebuttals were presented without 
emphasis. Their effectiveness may be gauged by the fact 
that, on the day the Report appeared, the chairman of the 
Joint Congressional Committee which had been listening t 
Mr Hickenlooper’s complaints declared that there would be 
no more public hearings, as there were no more questions 
which committee members seemed eager to ask. 


The press was more curious. Its interest, spread over 
many columns of the metropolitan newspapers, mirrors. the 
changes which have taken place in American attitudes since 
the first bomb ‘was exploded at Hiroshima four years ago. 
Wonder, doubt and curiosity, eagerness that the bomb shall 
keep its pre-eminence, and fear lest its secret shall be dis- 
covered, all are still there ; but with them is a new tendency 
(born, perhaps, of the tepid currents surrounding the cold 
war) to inquire into the peacetime promise of atomic energy. 
With this arises a new appreciation of the cost, in terms of 
space, risk, men, industrial and scientific activity (money is 
hardly mentioned in this Report), which America’s 
Promethean invention demands of nations wishing 
exploit it. 

The Report shows the Atomic Energy Commission stil 
devoting most of its attention to the “ development and pro 
duction of weapons and fissionable material,” but with 
increasing work on reactor development and on research 
seeking “fundamental new knowledge.” The supply of 1a¥ 
materials is more satisfactory than it was carlier and pie 
duction processes are growing cheaper and better. 


For security reasons descriptions of the applications of 
the new fire are limited to the use made of its by-products 
in research into its power to harm and its power to help, 
and to ways of warding off its ill effects from man, animals, 
plants, and the metals used in its control, Protection must 
cover its makers every moment they work, and must be 
extended to the water they drink, the food they eat, the 
air they breathe. Gaseous wastes at the Hanford plant 2 
Washington State, liquid wastes at Oak Ridge in Tennessee, 
offered problems which the AEC believes have been solve 
in fact, if not in men’s imaginations. Radioactivity in # 
and water, it is reported, is kept well below the danger ine 
by protective measures now in operation. 


Details of work done mean most to specialists, and the 
whole Report suffers from the lack of things that had @ 
be left unsaid. Yet even with all the question marks, thet 
are aspects of this “second world” which stir the layma 
First of all, there is the size and complexity of the projet 
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The Commission has three national laboratories widely 
separated and doing very different work. It has control over 
eleven “ major research centres,” and it oversees research 
in fifty other institutions, industrial and academic, working 
on contract. It distributes the radioactive isotopes, which 
are a by-product of nuclear fission, to laboratories and 
hospitals for the mere cost of production, or for less if they 
go for cancer treatment or research. It trains scientists and 
doctors in their use, finances new projects for the discovery 
of new applications, awards fellowships to win the interest 
of young scientists. Since 1945 it has set up new towns, 
populated them, put them to work ; for projects so dangerous 
that they must not be carried on within reach of civilians, 
it uses the empty western deserts. 


* 


The work creates a change in scientific attitudes which 
is little short of revolutionary. Under government auspices 
men study the reasons why metals “creep,” the process 
by which blood is manufactured, the effect of radiation on 
corn kernels, cows’ hair, and the Japanese who survived 
the first bomb. They use radioactive isotopes of cobalt, 
iodine, phosphorus and other metals to light and make 
visible the most secret processes of life, or to take the place 
of scarce and expensive radium in curative measures. Their 
work on nuclear reactors alone calls for simultaneous research 
in “ nuclear physics, health physics, chemistry, biochemistry, 
radiobiology, metallurgy . . . in chemical, electrical, mechani- 
cal, and civil engineering ; and in. . . nuclear engineering.” 
Scientists and engineers, locked so short a time ago in their 
separate cells, must work hand in hand, not only in the 
abstract interest of developing and exploiting the new dis- 
coveries, but in order that they and their fellows may have 
achance of survival if atomic war comes. (One minor effect 


has been to revolutionise the teaching of elementary 
chemistry.) 


Hardly less notable is the admission of things not known, 
and the gulf thus revealed between the new world of atomic 
force and the old one of energy from coal or petrol. Avowed 
ignorance, seldom found in government reports, is in this 
one the more remarkable because it springs from a level 
of wisdom which few men share. Three worlds are mirrored 
here, the everyday world of the streets, the fairly familiar 
world of scientists using recognised tools and techniques, 
the new extra-sensory world brought about by nuclear bom- 
bardments and dependent on concepts utterly unknown to 
Most citizens. 

These factors make the work of the AEC—relying as it 
does on the continued existence of a few scientists, having 
at their command a power greater than any ever known, 
able to continue the production, development and use of 
synthetic atoms only by intense co-operative effort—seem 
a once vital and fragile. That a democratic government 
should spend billions to support it is due, of course, to its 
Wat origin and its war potential. Even for a big country 
this is mot an easy prodigy to live with, yet it cannot be 

- If men are right who believe that “ the discovery 
of the controlled fission of atomic nuclei and controlled 
of atomic energy is the greatest discovery that has 

made since the controlled use of fire was discovered 
Primitive man,” the United States has embarked on a 
toad of no return. Given the magnitude of the enterprise 
ts future importance, can smaller countries with lesser 
“sources afford to duplicate it, or must this new force be 
9M an international scale, with the United States 

a factory of primary energy for the world ? 
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American Notes 
tresh Look at China 


There is little that is new in the one hundred years of 
“US Relations with China,” collected last week into a 
thousand-page White Paper, which has aroused a storm of 
controversy, seldom based on a detailed study of a volume 
which would have better served its purpose of informing 
public opinion had it been shorter. Comments range from “ an 
Oriental Munich” to “a masterpiece of clarity,” from “a 
petition in bankruptcy ” to “a realistic appraisal.” The last two 
at least are applicable: America’s difficulties in China and 
misjudgments of the situation there are assessed almost as 
frankly and relentlessly as is the Nationalist Government’s 
incapacity. 

This “sorry record of well-meaning mistakes” shows that 
over $3 billion of military and economic aid have been pumped 
into China since 1945, to the advantage only of the Chinese 
concerned with its distribution and of the Communists who 
now control most of the country, and whom the State Depart- 
ment at last recognises officially to be the servants of Soviet 
imperialism. This would seem to demonstrate conclusively 
the uselessness of further aid to China. But Senator Knowland 
and a number of colleagues, who share his one-track mind, 
have not been deterred from picking up again that well-tried 
stick for beating the Administration in connection with the 
Military Assistance Programme: they want $175 million to 
be earmarked for non-Communist China and are calling for 
reinforcement from General MacArthur in person. 


A number of Democrats echo the Republican demand for 
active encouragement to Chinese resistance against Com- 
munism, insisting that the Nationalist Government grasped, 
when the US Government did not, the true meaning of the 
world-wide Russian conspiracy. On the other hand, Senator 
Vandenberg’s reaction to the White Paper has been a welcome 
approval of much of it and a declaration that the time has now 
come for a “fresh look” at the:Far East, which he is perhaps 
not unwilling to make a bipartisan look, 


* 


The State Department’s purpose in publishing the White 
Paper was to clear the obstructions away so that such a look 
could be taken. This week, Mr. Philip Jessup of the Depart- 
ment has begun to study the view, in consultation with Mr 
Raymond Fosdick and Dr Everitt Case, who have been chosen 
as much for their lack of political connections as for their 
experience and judgment. The various Government Depart- 
ments and Congressional Committees concerned will be 
invited to assist this effort to ensure that Asia is not “ lost to 
Communism by default.” These are the words of Washington’s 
latest visitor, Mr Quirino, the President of America’s favourite 
child, the Philippine Republic. But agreement with him 
does not go so far as to make it likely that practical help will 
yet be offered to his Pacific Pact. The basis of American Far 
Eastern policy, as laid down by Mr Acheson, is as yet only 
friendship for the Chinese people, the encouragement of true 
independence for China, consultation with other interested 
powers on measures contributing to the security and welfare 
of the peoples of the Far East and a promise that, should the 
Communist régime attack China’s neighbours, this will be 
regarded as a threat to international peace under the United 
Nations Charter. 


‘*AMERICAN SURVEY '"’ is drawn from three 
sources. Articles described as ‘‘From Our American 
Staff ’’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 


with some such attribution as ‘‘ From an Industrial 
Correspondent’’ or ‘‘From a Correspondent in Ohio"’ 
are from outside contributors. Everything printed 
without attribution is prepared in London. 
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Compromise on MAP 


Sweltering wearily in Washington but with no additional 
heat being put on by an unusually quiescent Russia, concerned 
about America’s own budget deficit and suspecting that Europe 
will never become self-sufficient, Senators have some excuse 
for going about their foreign aid business resentfully and 
unenthusiastically. In fact, thanks once again to the hard 
work of Senator Vandenberg and Senator Dulles and to the 
Administration’s readiness to meet their doubts, the Military 
Assistance Programme is making very satisfactory progress. 
At the end of last week, President Truman waived, almost 
with relief, the request for a “ blank cheque ” which had been 
contained in the original draft legislation. He will no longer 
have power to send arms anywhere in the world, paying for 
them out of an emergency fund. Now the countries to be 
aided and the amounts they are to receive will be specifically 
designated. In the new version of the Bill, $1,160,990,000 
is asked for military aid to the North Atlantic countries, 
$211,370,000 for Greece and Turkey, in addition to $50 million 
already authorised, and $27,640,000 for Iran, Korea and the 
Philippines. | 


Senators were very gratified at these and other less important 
limitations and clarifications of the original Bill, but Senator 
Vandenberg still felt that, if the “ calamity ” of a Congressional 
adjournment without adopting MAP was to be avoided, a very 
substantial cut in the sum requested was necessary. This 
was borne out by signs that such Democrats as Senator George 
and Senator Byrd now rate economy before their country’s 
international responsibilities. Mr Acheson, however, main- 
tained emphatically that $1.45 billion was the absolute mini- 
mum, while Mr Johnson, the Secretary of Defence, pointed 
out that the Atlantic Pact signatories would certainly have 
developed their military organisation before any substantial 
flow of arms under MAP began, since only about half the 
equipment could be delivered before the middle of 1950, 
even if ordered at once, 


* * * 


Paying for Foreign Aid 

It is this which, in both Mr Johnson’s and Mr Acheson’s 
opinions, would make any delay fatal, but it was here that 
Senator Vandenberg seized upon another possible compromise. 
Would it not do, he asked, for Congress to appropriate, during 
the current fiscal year, only half the total sum requested for 
the Atlantic Treaty countries, if it authorised advance con- 
tracts for delivery of the rest of the arms after July Ist, 1950, 
when they could be charged to next year’s budget ? And Mr 
Johnson answered that he would settle for 60 per cent cash 
and 40 per cent in contract authorisations. The Senate, where 
the real struggle over MAP will come, still wants more details 
of the actual arms to be sent to Europe and of their distribution, 
but there will not be much to complain about if military aid 
runs the Senate’s gauntlet with no more damage than economic 
aid finally suffered. 


Out of the confused debate, this year’s funds for European 
recovery eventually emerged without any of the objectionable 
riders which had been added by the Senate Appropriations 
Committee. Nothing is earmarked for Spain or for the pur- 
chase of farm commodities. France is not to be penalised for 
Morocco’s treatment of American businessmen nor Britain 
for its socialism. The Senate is prepared to give the Economic 
Co-operation Administration the full $1.074 billion which was 
authorised for the April-June quarter, which seems to have 
been spent and for which the Committee offered only 
$1 billion. But the total sum allowed by the Senate is ten 
per cent less that ECA requested to cover its “minimum 
requirements,” a cut which the Administration had already 
decided was inevitable. 


The $5,647,700,000 voted by the Senate, by 63 to 7, 
includes $900 million for occupation costs and $45 million for 
aid to Greece and Turkey, both a little less than the House 
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had allowed. The House had also decided that no fugg 
should be reserved for ECA loans, but the Senate carmarked 
$150 million for this purpose. In addition, it appropriated 
$3,628,300,000 for ECA itself during the current fisca] 
compared with the $3,468,470,000 which the House had 
but which could be spent in ten and a half months, The 
differences between the two Appropriation Bills are now he; 
settled in conference committee, where the chief dj 
seems to be the $344,000 provided by the Senate for a Cop. 
gressional “ watch-dog ” committee which the House consider: 
unnecessary, perhaps because itself it is less given to disturbing 
ECA’s peace. 

* ® * 


Turn in the Tide? 


All present evidence suggests that American industry js 
now preparing for a new upward turn in production, income 
and employment, a mood which is in strong contrast to th 
gloom prevailing no more than a few weeks ago. On Wal 
Street, the Dow Jones Industrial Average has climbed fairly 
steadily from the low point of 161.60 reached in mid-June, 
and was last week within striking distance of the year’s bes 
level of 181.54. It seems reasonable to presume that ther 
will be some irregularity after so sustained a recovery; bu 
for the Dow theorists, the Rail and Utiliry Averages have 
kept in line sufficiently well to suggest that the market is in 
bullish mood, and the technical position on Wall Street—with 
an outstandingly large “short” interest—is good enough to 
promote hopes that the rally has further to go. 

Industrial news too, though still patchy, is far more encour 
aging today than in mid-June. Production, as measured by 
the Federal Reserve Board’s index, fell by 14 per cent between 
November and June, and was certainly at a new low point fa 
the month of July. But such basic industries as steel and 
automobiles are holding a very high rate of output and the 
dollar volume of construction is now actually above the high 
levels reached a year ago, while consumer expenditure 
(measured by preliminary returns for retail trade) have beea 
sustained at a level far higher than would be assumed bya 
simple comparison of industrial output. In turn, this has 
brought about a certain amount of restocking by manufacturers 
and traders. Prices for non-ferrous metals, which wen 
through a drastic process of correction from mid-March or 
wards, are now regaining some of the ground then lost, and 
the representative Moody index of spot commodity pricts, 
after a fall of nearly 20 per cent between January and Jum, 
has for some weeks now shown a much greater stability. 


* x x 


Government Intervention 


Government policy, moreover, is beginning to shift it 
emphasis on to the side of expansion. To some extent, this 
change is no more than the type of automatic correction which 
follows from lower levels of income and employment. Th 
Treasury’s position, for example, has deteriorated simply 
because tax receipts are falling and because it has been found 
quite impossible to make sudden reductions in expenditure @ 
a scale sufficiently large to correct the position, And the cost 
of supporting farm prices will probably be higher than ® 
the budget year to June 30th last. But President Trums 
and his advisers have also turned away, rather grudgingly # 
first, from the deflationary plans put forward last Janualy. 
They are willing now to watch the Treasury position 
teriorate at the expense of budget stability, though they # 
not yet willing to develop “deficit finance” on the large 
Roosevelt scale, let alone the scale which would in all probe 
bility be necessary to deal with a major setback from the pov 
war peaks recorded in national income. 


The government has also retreated from its earlier decisi 
to Jet the American farmer realise that bumper CoP 
must ultimately find some reflection in lower farm prices; 
is willing to bolster farm incomes at the highest level ¥* 
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witnessed—even that is not sufficient for Congress—and it has 
given a useful lead to labour’s wage claims by its intervention 
in the steel industry dispute. Here, the resistance of the em- 
ployers to wage demands has been followed by the appoint- 
ment of a fact-finding board, due to report to the President 
this month. On the surface, there is reason to presume that 
the board will advise some concessions on the part of the 
employers and, if this is the case, the steel industry will be 
very awkwardly placed indeed. Other substantial wage claims 
are under negotiation, and since wage advances have proved 
to be one of the most powerful forces working for inflationary 
pressure from 1945 onwards, there is at least partial ground 
for the assumption that inflationary trends could be renewed 
in the near future. 


In the meantime, the Federal Reserve Board has taken more 
aggressive steps to promote credit expansion. Earlier reduc- 
tions in cash reserve requirements for the commercial banks 
were neutralised by open-market operations so as to avoid an 
unduly strong downward pressure on interest rates, while 
maintaining relatively cheap and abundant credit. Now, the 
Reserve Board emphasises that cheaper, and, if necessary, still 
cheaper money, is the dominant goal, and bond market stability 
merely incidental to that primary target. To that end it has 
again cut reserve requirements to the lowest point for eight 
years, despite an almost unprecedentedly sharp contraction in 
bank loans to industry. No one of these measures is, by itself, 
likely to turn the business tide. Together they may add up 
10 a position where manufacturers may reinforce what would 
otherwise be a normal rebound by a further burst of forward 
buying. It would be wise to regard such a development, 
however, as no more than a relatively short-term reversal of a 
corrective process which still seems far from complete. 


* * * 


Getting the Byrd 

In Virginia, just across the Potomac from the national 
capital, Senator Byrd, one of the President’s most formidable 
opponents on questions of economy and civil rights, reigns 
much more supreme than does Mr Truman in Washington. 
He is the long-time and undisputed czar of the Democratic 
“ organisation,” as the Virginians respectfully call what is 
usually known by the less refined name of “ machine.” Perhaps 
because it is both more discreet and more honest than its 
counterparts elsewhere, the Virginian machine has kept its 
head above the tide of public disapproval that has engulfed 
others. But it has just faced the most threatening wave of 
opposition in a generation and, although it managed to ride 
this one successfully, there are more piling up. 


Since in Virginia the Democratic nomination means election, 
it was in the Democratic primary at the beginning of this 
month that a successor was chosen for Governor Tuck, who 
in November will leave the chair to which he “ rose on the 
wings of the birds.” The official machine candidate was Mr 
James Battle, who had to face three opponents, of whom by far 
the most threatening was Colonel] Francis Pickens Miller, a 
liberal with a suitably historic southern background. Colonel 
Miller was finally given 110,000 votes, nearly 30,000 more than 
the anti-machine candidate obtained two years ago, to Mr 
Battle’s 133,000. Mr Battle’s comfortable majority may indicate 
that the Republicans accepted his invitation to vote for him. 
Colonel Miller’s challenging campaign forced Senator Byrd 
himself to descend to the hustings and brought a record turnout 
of voters—z2o per cent of those registered and 8 per cent of those 
of voting age, which shows the effectiveness in Virginia of that 
poll-tax which Mr Byrd safeguards in the Senate. 


The poll-tax and the inadequacy of Virginia’s schools were 
attacked by Colone] Miller, who had Negro and labour support 
as well as that of at least some of the many Federal civil 
servants who live in the State. He was also able to point out 
that between 1940 and 1949, while Senator Byrd unceasing] 
nounced Federal extravagance and bureaucracy, his Virgini 
late payroll nearly trelded. But Colonel Miller based his 
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appeal mainly on the need to free Virginia from the im. 
servative. yoke of the machine and to give Virginians a chang 
to choose their own representatives. 


The machine, well aware that the “Old Dominion” jx a 
jealous of its independence as is the late Republic of T, 
made capital out of every sign of foreign interference, whether 
it was Mr Truman’s remark that there were too many Byrds 
in Congress or the casual endorsement given to Colonel] Miller 
by the head of the Musicians’ Union. The national Demo. 
cratic organisation, although it can have little affection for ; 
State machine which refrained from helping Mr Truman ley 
November, kept carefully aloof from the contest. Th 
national labour organisations tried to do the same, in spite of 
Mr Battle’s insistence that they were making the 
into a trial run for 1950. If, however, Colonel Miller had 
won, the Virginia primary would undoubtedly have hag 
national significance, since it would have winged the Byrd tha 
aspires 10 lead the conservative Democrats who hamper M; 
Truman at every vote. 


* * * 


Cheap Fuel for New York 


New York City will this month begin to derive som 
benefit from the tremendous expansion of the natun 
(petroleum) gas industry since 1945. More than a century ago, 
the blessings of natural gas were first discovered (on a modes 
commercial scale) in the New York State township of Fredotiia, 
where co-operative enterprise brought the product through 
a wooden pipe-line to a small community at negligible cos. 
But for generations its commercial possibilities were ignored, 
while vast quantities were deliberately released, and allowed 
to run to waste, because of its potential danger to men and 
equipment on the oilfields. 


In the late twenties, however, new fields were discovered, 
and technicians made revolutionary changes in pipe-line trans 
mission. The only substantial problem at that time seemed 
be the assessment of “ proved” reserves on a scale sufficient 
to warrant the formidable capital charges involved. Thes 
doubts were resolved by systematic exploration, and marketed 
production of natural gas over the five years 1936-40 almost 
trebled the rate from 1921-25. The industry was held back 


during the war by an acute shortage of manpower and equip- : 


ment, and was then caught in a first-class political sttuggk 
for control, with the oil and tanker industries, and Mr John 
Lewis and his United Mineworkers, all demanding regulation 
of the marketing and production of natural gas on tems 
which would not interfere unduly with competitive sources 
of power on the eastern seaboard. 


That struggle was resolved in favour of the natural gs 
industry by the Goverament’s decision to permit the Tex 
Eastern Transmission Corporation to transmit natural g 
through the famous “ Big Inch ” and “ Little Inch ” pipe-lines 
which in the war years (when they were used for oil) ma& 
so valuable a contribution to the fuel supply in the Eas. 
These still ‘remain outstanding examples of _ large-scak 
construction, but pipe-lines now stretch for more than 250,00 
miles. Output of natural gas has doubled in eight years, an 
reserves at 174 trillion (million million) cubic feet are equiv 
lent to thirty years’ supply. ' 


The attractions of natural gas lie in its abundance, cheapness, 
and convenience for consumers and merchants. Clean 
easy to supply, it is available at the source on terms whi 
heavily undercut such competitors as residual and fuel oil, 
and bituminous coal. The continued expansion of the indust] 
(which since the war accounts for revenues far higher tha 
those for manufactured gas) may one day present a first-class 
problem for the other fuel industries. The attractions 
outlined have naturally aroused the producers to demand 
free hand in marketing natural gas, but so far the Ft 
Power Commission has maintained a somewhat precarious 
on rates and charges, and this fuel seems likely to pf 
a strong competitive advantage for many years to come.” 
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THE WORLD OVERSEAS _ 





Italian Uncertainties 


(From Our Rome Correspondent) 


HE “ precarious recovery” in Italy which was discussed in 

a midsummer article in these pages is now infected, at least 
on the psychological level, by images of depression. In 1948, 
the midsummer, date marked a quiet but perceptible regaining 
of confidence after a troubled spring. In 1949, midsummer has 
marked the accentuation of anxieties for the future. A mid- 
year report of the Milan Chamber of Commerce, Industry and 
Agriculture—incorporating the latest available information— 
reflects the rather sudden and perhaps exaggerated change of 
outlook in the markets. i 

The Milan Chamber’s report assembles various symptoms 
of the changed situation: the loss of rural purchasing power 
and damage to stock through the recent peasants’ strikes 
(offset, however, by an excellent grain harvest); the cessation of 
production for stocks in the textile industry ; official obstruc- 
tion in the granting of import licences for wool from the 
sterling area ; the grave consequences of prolonged drought for 
the production of electrical current. Only the second of these 
is, properly speaking, a cyclical symptom. 

No flourishing overseas market has suddenly thrown back 
[taly’s exports, and no necessary external sources of supply 
have failed. But even behind the bulkheads of the Italian 
tariff system and of the elaborate regimentation at least of the 
country’s external trade, Italy’s business world feels that—quite 
apart from such prices as still reflect international market deal- 
ings—internal prices ought to bear a relation to dollar prices. 
Calculations are being made which show, for instance, that 
Italy’s basic product, grain, is becoming seriously overpriced. 
The theme seems to be a favourite one of the Communists, 
for whom all this talk of depression is a welcome tonic after 
the painful refusal of the “bourgeois state” to break down 
in 1948. 


Continued Financial Stability 


An optimistic view of Italian economics a few months ago 
would, after displaying due awareness of the grave problem of 
the mounting population, have taken encouragement from 
the improving finances of the natién. It would have been 
possible to anticipate an inflow of foreign capital and a growth 
of internal savings sufficient to offset a sharp contraction, if 
Rot a cessation, of Marshall Aid after 1951. Economic union 
with France, the progressive liberation of trade from bilateral 
confinements and trade agreements with the east would per- 
haps enable the demand of manpower to catch up to some 
extent with the growth of the working population. Helped by 
Moderate emigration, it was fervently hoped that even some 
of the standing army of the unemployed might be absorbed. 
The financial and currency stabilisation which has been 
achieved since 1947 is still the Government’s proudest boast. 
Even in the climate of depression, it is not easy to find in 
North Italian industrial or trading circles «any echo of the 
“titicisms of the ECA Country Study (or Hoffman Report, as 
It is generally called in Italy) that excessive financial caution 
Qa the Government’s part is worsening prospects by keeping 
the capital goods industries unnecessarily in check. There is 
Ctiticism, however, of the refusal to release sterling assets for 
the use of wool importers. 

‘ stability is generally felt to’ be too precious an 
‘achievement to be exposed to the risk of relying on a doctrine 
of the creation of savings which might not work out in the 
‘omewhat unsystematised Italian milieu. The cost of credit 


is indeed continually bewailed, but the fact that secured 
advances cost up to 12 per cent is viewed partly as a true and 
necessary reflection of the scarcity of savings (the total of bank 
deposits translated into 1938 money values stand at little over 
half the prewar level) and partly as the fault of a plethoric bank- 
ing system. The progressive closing of the budgetary gap, 
however, has been expected to divert an important part of the 
flow of new savings from the Treasury to the Banks. There 
has been no drastic worsening of the finaricial foundations, but 
in the changed atmosphere the other factors appear weaker and 
more dubious. 

The prospects of a gradual and natural return to profitable 
conditions in such industries as textiles and engineering are 
seen to be distressingly dim and distant. 

The sector of economic activity most easily susceptible to 


deliberate re-animation should, it seems, be the building trade. 


The present rate of house building, notwithstanding recent 
allegations by a Minister that Italy had built more dwelling 
rooms than Great Britain since 1945, is regarded by all classes, 
and throughout the peninsula, as utterly inadequate to the 
present emergency. The Hoffman Report found the rate of 
building in 1947 “ terribly low” and in 1948 “ probably even 
less satisfactory.” It is difficult, however,-to see how private 
enterprise building, other than of luxury dwellings for the large 


‘class of war and postwar profiteers, could possibly shake off its 


lethargy and absorb the energies of a conspicuous number of 
idle workers until rents have been allowed to rise to double 
or treble the present figures. The necessary decontrol measures 
are regularly, when it comes to the point, whittled down under 
storms of protest from trade unions and middle classes alike 
to small proportions. While private enterprise holds off house 
building, the Government’s subsidised schemes are insufficient 
either to placate the indignation of the homeless, numbered 
by millions if one includes those reduced by the war to family 
life in a single malodorous chamber, or to communicate a brisk 
rhythm to the construction industries, which, it is commonly 
said, would at once change the whole atmosphere. 

In short, the precarious recovery of the spring months is 
slipping backwards. In the small Milan-Turin-Genoa “ indus- 
trial triangle ” which concentrates so great a proportion of the 
country’s wealth, equipment and skill, there is a feeling that 
temporary advantages enjoyed by the miraculously unscathed 
industties of the triangle during the postwar period—when 
German industry was spiked and French industry was lamed 
by confusions and dissensions—have passed away. The textile 
industry in particular, which as a going concern spared by the 
war was able to work briskly in the first years of peace, now 
feels itself antiquated and helpless. 

In a semi-industrialised country like Italy, the land, with 
which even great numbers of industrial workers maintain a 
family link, is the traditional shock absorber in conditions of 
economic depression. But the landless farm labourer (number- 
ing one million heads of families) is a protagonist in contem- 
porary social troubles, and with progressive overpopulation the 
smiling countryside, dotted with picturesque (but even in 
Lombardy crowded and tumbledown) homesteads, serves 
decreasingly to take the edge off the struggles of industrialism. 
The redemption of the vast areas of the south by irrigation 
and road building appears a long and hazardous task ; accord- 
ing to Milanese contractors each acre would cost four times 
the corresponding operation in the north. — 
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Eyes on America 


In this somewhat gloomy atmosphere the news received late 
in July that Great Britain was seeking additional dollar aid, 
translated by Italian publicists immediately into the threat of 
a $200 million cut in Italy’s own prospective allocation, caused 
sharp explosions. ERP imports and the internal expenditure 
of the LIRA fund are a big factor in every development pro- 
gramme. The unquestioned assumption in Italy has been 
that American aid would be unstinting. Only a few solitary 
voices have uttered warnings that if the Marshall aid period 
were not utilised for creating permanent sources of income 
Italy might, in the fifties, be impoverished to the bone. The 
notion that Italy’s success in narrowing its trade deficit in 
1948-49 could furnish a motive for reducing current aid 
appeared monstrous. The absence of rationing and regulation 
in the ordinary concerns of life (food, clothing, petrol) which 
enables urban Italy (at least in the north) to present such a 
gay appearance is felt to be in itself a gesture of solidarity with 
“the American way of life,” and a title to good treatment. 


Anti-British Feeling 


By contrast, the American cue for the interpretation of 
Britain’s methods has been followed with some eagerness in 
Italy. Britain, it has been discovered, is a Happy Hypocrite 
cloaking the comforts of organised lethargy in the weeds of 
austerity. Italy is aware of enjoying the particular approval of 
Washington, and realistic Italian industrialists, who have the 
date 1951-52 graven in their minds, hope that the goodwill 
may take on the concrete shape of substantial private American 
investments in Italian industry. The obstruction encountered 
by the Minister of Industry, Signor Lombardo—not only from 
the Communist opposition—-in attempting to ease the way for 
American enterprise in Italian oi] research and development, 
shows that the way is not smooth. American capital is hardly 
likely to undertake long-term commitments in Italy without 
feeling much surer of the labour and social situation. Per- 
ceptible progress has been made in the last year in restoring 
factory discipline and in winning a wing of the wage earners 
for a co-operative outlook in industrial relations. For instance, 
the unions have now agreed to a general wage settlement with 
the employers and have given some guarantee of a return to 
industrial peace. Unfortunately, the present “ depression” in 
Italy is, the Communists claim, already bringing back into their 
ranks those whom “ precarious recovery ” had caused to waver. 
The continuance of Italy’s postwar reconstruction may perhaps 
be regarded as assured ; but depression makes it more difficult 
to achieve the process in an atmosphere of conciliation. 


Austria Prepares for Freedom—Il 
Living on Overdrafts 


[FROM OUR SPECIAL CORRESPONDENT] 


Austria differs from most European countries in that its 
economic prospects are even bleaker and the Austrians worry 
about them less. True, the present situation is much better 
than it was. Austria has recovered from its postwar prostra- 
tion, though not to the same extent as western Germany. 
Output, productivity, exports and the standard of living have 
all risen. Under the guidance of conservative Ministers, 
almost all price controls have been lifted. Distribution con- 
trols have also gone except on basic materials, and are in 
abeyance on these. Food rationing is hardly observed, though 
it exists in theory. 

Goods are in the shops once more ; they are very dear and 
often of miserable quality, but they are there for the citizen 
to see, and even to buy by dint of saving. The usual in- 
equality, so repugnant to the British observer, prevails ; but 
n Central Europe the alternative is not equal shares for all 
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under an effective rationing system, but simply bare 

For this reason, the average Austrian, like the average 

feels better off than he was under rationing and price contro 
The Socialist members of the Austrian Government took ‘ 
realistic view when they agreed recently to a new, deflationary 
wage-price law, which abolished all food subsidies and raised 
various other basic expenses, in return for an increase in 
wages which does not cover all the extra charges. It wa 
realised that there was enough food to meet demand at ty 
existing high prices, and controls were in any case not 
observed. Further, incentives have been increased by the 
removal of subsidies ; the unskilled worker is now Propor- 
tionately worse off than he was in relation to the skilled map 





The abolition of food subsidies is one step taken to face 
a budget deficit of 2} billion schillings for 1949. For political 
reasons, the Government is loath to halt reconstruction in 
order to balance its budget ; but its opportunities for inf 
tionary financing are almost at an end. Hitherto occupation 
costs, amounting to 600 million schillings a year, have been 
financed by the issue of treasury certificates, which were easily 
placed with insurance companies and industry. With increasing 
production calling for all available cash, this door is now closed. 
Instead, an occupation tax has been raised, and the first public 
reconstruction loan has just been issued. It may be asked, 
however, what citizen will dutifully pay a tax so labelled, 
when he evades other and more obviously patriotic dues? 
As for the loan, though it is baited with an amnesty for ta 
evaders and old German Reich bonds can be used as pat 
payment for subscriptions, it has made slow initia] progress. 
The days of orthodox investment at low interest are not yet 
at hand in Austria. Quick fortunes are stil] to be made in 
other ways. An unknown, but certainly large, amount d 
“black” money is circulating, out of reach of the banks and 
taxation authorities. The fact that Austria is still occupied is 
certainly partly to blame for this situation: for the Russians 
are running an active export-import trade of their own which 
is completely outside Austrian law. 


Hope from Hydro-Electric Works 


Funds for an investment programme covered by Austria's 
extraordinary budget will come from the local currency 
counterpart of ERP imports. With the counterpart fund, the 
Government plans to develop its vast natural resources 
water power for the generation of electricity, and so reduce 
its dependence upon coal imports. Half of the one billion 
schilling investment programme will go to three hydro-electrt 
schemes, and a minor project to develop power from brow! 
coal in Carinthia. Outside the scope of counterpart fund 
financing, there is an interesting scheme to produce hydr 
electric power at the Lunersee for export only, to Germafly, 
Italy, Switzerland and France. The counterpart fund will 
also be available for financing Austria’s two big heavy i 
plants—the United Steel Works (formerly the Hermam 
Goeringwerke) at Linz and the Alpine-Montan works # 


Donawitz. Credits will be granted to these plants’ fat 


modernisation, and for equalising the present Jack of balan 
in .different products within the industry. A new strip 
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has already been approved by the committee of the 
Organisation for European Economic Co-operation. 


So far, so good. But what hope has Austria of balancing 
its payments even if these projects come to fruition? To 
oblige the Americans, the Austrians drew up a four-year plan, 
showing a balance achieved in 1952-53; but it cannot be 
taken seriously. An unknown factor which makes planning 
mere guesswork is the effect of the return, after a peace treaty, 
of the 280 former German facteries now held by the Russians. 
The Austrian Government does not know what is produced 
by these factories, where the output is sold, and what condition 
they will be in on return. 


There are, however, guides to the future in the past. 
Austria has never entirely balanced its payments, though it 
almost achieved this aim in 1938, with the help of important 
tourist traffic and investments. Since the end of the war, it 
has been dependent upon various forms of relief—Unrra, post- 
Unrra, interim aid, ERP, the British £10 million “loan” 
(which was mainly a gift and was partly converted into dollars 
for the purchase of Ruhr coal), credits from the Export-Import 
Bank, and, latterly, a £150,000 gift of wool from the Australian 
Government. In the first Marshall year, just ended, Austria 
had more ERP aid per head of population than any other 
country, amounting to over $200 million ; in addition it re- 
ceived $63 million in drawing rights, all of which have been 
utilised. In the second Marshall year, Austria is asking for— 
but will certainly not get—approximately the same amount 
of ERP aid ($209 million). The Government wants larger 
drawing rights for purchases from western Germany and 
Belgium, and less from Britain. 


No Cushion Against Depression 


Austria’s export trade has increased considerably, but by 
no means on the same scale as that of other ERP countries. 
It is still only about two-thirds of its prewar volume. That 
is to say, the country has no cushion with which to meet the 
shock of world market recession. Manufacturers are still 
producing goods that are often of poor quality, at prices much 
beyond the British average. They are still in the illusionary 
world of inflation and an_ uncontrolled, still highly absorptive 
home market. Instead of tackling production costs, they are 
intent upon maintaining price rings and presenting a united 
front to the trade unions. Austria, for instance, is asking 
£38 per ton for newsprint against £25 paid by Britain to 


' Sweden ; and after the wage-price agreement came into force, 
’ the paper cartel announced that it was raising its price—in 
‘ any case on the home market—by 25 per cent for newsprint, 
: and up to 41 per cent for other types of paper. 


For their 
part, the workers are protected by generous social legislation. 


At present, high prices are partially overcome in the export 


' market by a system of indirect subsidies, the cost of which 
' is borne by the Austrian consumer. 
' helped Austria to export steel; it is, however, not enough to 


The artificial aid has 


secure a market in Britain—for instance, for the country’s 
fancy leather goods. 


Restricted Trade with Germany 
Three basic changes are needed if Austria is ever to be 


' self-supporting. They are, however, all highly-charged with 


political risks. Firstly, economic barriers between Austria and 
Germany would have to come down; secondly, trade with 
eastern Europe would have to revive; and, lastly, Russia 
would have to give up its grip on the country’s oil resources. 


Even before the Anschluss, Germany was Austria’s biggest 


_ trading partner (a position now held by Italy). Apart from 


the exchange of goods, the middle-class German with his 


_ rucksack provided the backbone of Austria’s tourist trade. 
' Now, trade is small and shows a wide gap between the 


amounts that Austria buys and western Germany is willing 
to take in return. Austria buys Ruhr coal and machinery, 
but the Anglo-American Joint Export-Import Agency 
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refuses to allow western Germany to buy from Austria low. 
quality softwood or books, such as were extensively imported 
before the war. It is, of course, absurd to suppose thy 
even if all barriers were removed between these two : 

the prewar trade would immediately revive in full measur 
And, at present, Russian opposition inside the Allied Coun 
would block any major improvement. Even 50, it its 3 
strange anomaly that the citizens of two countries within th 
Organisation for European Economic Co-operation are fer. 
bidden even to send telegrams to each other. 4 


A revival of trade with eastern Europe would aid Autti’ 
transit traffic as well as its dollar gap ; but it does not depend 
on decisions taken in the west. Before the war, Atri 
bought 800,000 tons of grain from this source ; last year, only 
18,000 tons. However, exchanges with Jugoslavia have jy. 
creased, and a pact just signed with Poland provides for, 
total trade of $44 million during the year. This is a lag 

amount than last year, and was secured under better condition, 
But Austria is still forced to pay for half its 1,500,000 tons of 
Polish coal in dollars, and has to provide Poland with good 
almost equal to dollars in bargaining value—special steels, 
magnesite, sheets, electrical apparatus, tractors and stapk 
fibre. Much the same type of goods will go to Czechoslovaki: 
under the latest trade pact with that country. As yet m 
eastern European country has come forward with a sizeabk 
offer of grain. Trade between the Soviet Union and Aust 
is officially non-existent, and will presumably remain so whik 
Moscow draws its requirements from the former Gerim 
factories, now combined in the Soviet holding company, USIA 


Some of these 280 works are key plants, and some are British- 
owned. “Se 


Cost of Appeasing Moscow 


For the sake of achieving a détente with Moscow, th 
Foreign Ministers in Paris agreed that Austria should py 
$150 million for the ex-German factories, though no one know 
how this sum can ever be raised. In Paris it was also agretd 
that the Danube Shipping Company should stay in Russa 
hands ; and its ships and ports will presumably be leased at: 
high rate in hard currency to the Austrian Government, . 


The agreement on Austria’s oil resources was equall 
damaging to Austria’s hopes of economic independence. Th 
Russians have been granted 60 per cent of the Zistersdar 
oilfields and the former German oil exploration rights. It ism 
yet known what these percentages cover, but it seems that 
most important producing areas will remain in Russian hand 
Zistersdorf is at present producing between 850,000 aM 
1,000,000 tons of oil a year, over half of which could & 
exported after satisfying Austrian needs. In addition, t& 
Russians are claiming all the most promising of the know 
prospecting areas. Only the areas outside the Vienna basit, 
the exploitation of which has so far never been considertd, 
are to be left for the Austrians and western producers. . Mott 
over, the whole supply of natural gas, on which Vienna reli 
comes from areas which the Russians claim. In short, 
western Foreign Ministers have made an extremely ne 
bargain, which leaves the lowering of barriers between Aust 
and Germany as the sole practical alternative to the & 
tinuance of American aid. 


(Concluded) 


Anglo-Brazilian Trade 


[BY OUR CORRESPONDENT IN RIO DE JANEIRO} 


ANGLO-BRAZILIAN negotiations lasting more than five moot 
have led to an exchange of notes setting out the products 

each country expects to be able to buy from the other dur 
1949 “subject to agreement on quality and prices.” , 
this extension of the agreement signed in Rio on May 21, 
seeks to attain reasonable equilibrium in sterling pay™ 
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These Units may be bought and sold freely 
(and leaflet, prices and dividend rates obtained) 
through any Stockbroker or Bank, in 
quantities from 20 to 5,000 at a time at 
quoted prices. 


MANAGERS : Bank Insurance Trust Corporation, Ltd, 
30 Cornhill, London, E.C.3. 
UUCUURURUCCURUUUOUEULEUGREGUROEQRCROGUGRORGOOURGORCOGREGRURGGORARERRGQROOCRONGS 





: low. pavenuouncensnveneaneoesuaninein THE OUOUOOOROOUOOGDOORDDEDEONOOOOROROOUROES 
ported = 6 = 
ts = "BANK-INSURANCE’ = 
atte, = = 
asi, = ‘ = 
a = = 
0 = provide a choice of sound investments which are = 
. fer. = economically managed and freely marketable. = 
a = Bieed fcuuows aid 361. 10 GaseateE we ee = 
< = 3 Banlh-Units A spread over shares of 36 $ = 
ustris’, = 3 British, Dominion and Colonial banks and $ = 
depen: = $ 9 discount companies. 3 = 
Averis = 3 ensie Fam %th Aug. 20/3d. Gross Yield, ; = 
i, Only = 3 Tristecs= Martins Bank Limited. 3 = 
ve in. = : Bankers: Barclays Bank Limited. : = 
3 fora = 3 Insurance Units. A spread over shares of 3 = 
1 larger = ; 30 British insurance companies. 3 = 
ditions, = : _ Price, 9th Aug. 20/4$d. Yield, £3.13.4%7 : = 
rein ol = Trustees & Bankers: Williams Deacon’s Bank, = 
= imite : = 
v goats = Bank-Insurance U ; = 
= nits. A spread over = 
| steels = shares of 50 British, Dominion and pro woge i = 
| staple = banks and British insurance com ; = 
slovakia = Price, 9th Aug. 19/9d. Yield, £ 14, 4.1%" : = 
yet m = 3. Trustees: Midland Bank Executor & Trustee : = 
: = Company Limited. $ = 
sizeable = Bankers: Midland Bank Limited. 3 = 
: = *Subject to reduced rate of tax, allowing for D.1.T. relief. 3 = 
$0 while = tThe yield is conservatively calculated on net cost which $ = 
Gerimz: = includes commission and 2% Government Stamp Duty. : 
= 
= 


SeAOOUOCHULEOUETSUORLENT EGET 





asedat: «Steelworks devour huge quantities of coke in the blast 

' furnaces, and of gas in the steel-melting furnaces and 
oo hk soaking pits. The coke and gas are derived from coal 
istersdo’ [/ arbonisation. Every day Simon-Carves coke ovens 
a produce thousands of tons of coke and millions of 
an hand. [Cubic feet of gas. Simon-Carves built Britain’s first 
2,000 a) = by-product coke ovens in 1881 and led the way in 
a c | banishing the wasteful old “‘ beehive ” oven from the 


he = | British coking industry. To-day Simon-Carves coking 
nna 


onsiderel, Me plants are at work in coal and steel centres all over the 
rs. . Mort: country, and are in use or under construction for new 
a, | of existing steelworks in England, Wales, France, 


ely ‘i J Spain, Turkey and India. Coke ovens by Simon-Carves 
ge! ; play an important part in producing one of the world’s 


most essential materials. 


i | one of many ways in which the Simon Engineering for ADDING MACHINES 
e 


Oup serves the fundamental needs of civilisation. 






esigned for speed... 

20] roe Cann 170 z=, D & Si pe 

S$ 47D N . 
five meee iwcmeenn NC Mealule, N) and built to last 
ee ” TYRESOLES re 
ther | TURBINE GEA 
GROU y DUDLEY FOUNDRY COL 
lay 21; 198 “ SANDHOLME /RON CaLre | THE NATIONAL CASH REGISTER COMPANY LTD 








ae REE FR of 























360 


Its provisions will run until March 31st next year unless notice 
is given by November 3oth of either party’s desire to terminate 
it on December 38st. 


The programme allows for British imports from Brazil 
totalling £33,349,500 and for British exports to Brazil of 
£38,261,000. The latter figure includes £7,486,000 for 
petroleum and petroleum products, an amount which does 
no more than preserve Shell’s present share of the Brazilian 
market (in the case of petrol rather less than a fifth), Heart- 
burnings in Washington of the kind aroused by the recent 
Anglo-Argentine treaty are therefore unlikely. 


The continuing need for bilateral arrangements in a dollar- 
short world might be regretted, but there seems to be nothing 
in the exchanges to which the Americans can legitimately 
take exception. Cotton, rice (for the Far East) and sugar, 
which aceount for £16 million of the Brazilian export pro- 
gramme, find no market in the United States ; and the possi- 
bility that British motor vehicles may take up a substantial 
part of the £8,000,000 allotted to “locomotives, ships, 
aircraft, vehicles and parts” in the Brazilian import schedule 
would merely point to the British motor trade’s growing market 
in a country whose dollar shortage has forced the suspension 
of American car imports. 


Poor Sugar Crop 


The scale of Brazilian exports to Britain has been determined 
not only by Britain’s ability to meet Brazil’s import needs, but 
by other important considerations, Chief among these is that 
Brazilian supplies of certain staple exports fall far short of 
British demand for them. Brazil’s sugar crop is undoubtedly 
poorer than usual, and the size of its rice export surplus cannot 
yet be accurately determined. It is known that Brazil found 
itself unable to meet the full British requirements put forward 
at the Rio talks, especially for rice, sugar, maize and oilcake. 

Shortfalls in production are, of course, not the only obstacle 


W... sudden overload or storm damage interrupts the 
mains, you will see, in any darkened urban area, some few lighted build ings 
here and there: hospitals, factories, public buildings, stores and cinemas. 
Places where sudden darkness holds risks too great to be tolerated and a 
batiery stands by against-emergency. In buildings such as these, all over 
Britain, Chloride Batteries are on duty; and the list of new installations 
increases steadily. The Chloride Electrical Storage Company, originators 
and makers of the Keepalite automatic emergency lighting system, have over 
50, years’ experience of battery design 
and manufacture. Chloride, Exide 
and Exide-Ironclad Batteries can be 
trusted: and they are. 





THE CHLORIDE ELECTRICAL 
STORAGE COMPANY LIMITED 
Exide Works, Clifton junction 
near Manchester PsEE 
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to fuller mutual trade. The notes exchanged stipulate 
imports on both sides are to be “ for internal CONSUMPtion of 
processing,” a clause which, while it accurately defines the uses 
to which Brazil puts its imports from Britain, clearly 
cludes entrepét purchases by Britain from Brazil. The addition 
of the phrase “unless otherwise agreed,” however, appears to 
leave the door open to negotiations for goods (say, coffee. and 
vegetable oils) which Britain might well be in a favourable 
position to re-sell in Europe. The stipulation no doubt owe 
much to the general view here that Brazil should, as far a 
possible, treat directly with its consumer markets. In f 
efforts to build up a direct coffee trade with certain Europesn 
consumers have not so far been conspicuously successfgl 
Clearly, too, Britain’s inability to secure all it would like from 
Brazil owes something to Brazil’s need for dollars, which 
obliges it to sell as much as possible to hard currency countrigg 
and those which, like Holland and Belgium, might be able 
offer dollars for certain products. Finally, higher Brazilian 
exports to Britain are obviously handicapped by the steadily 
rising cost of Brazilian foodstuffs and raw materials at @-time 
when world prices are falling. 


More British Exports 


As for British exports to Brazil, traders here expect to know 
where they stand now that the trade agreement has been com 
cluded. Pending the publication of its terms, the Brazilian 
authorities have in recent months been withholding import 
licences for certain products. Motor vehicle imports have been 
among those thus affected. They may now rise, and, although 
opinions here differ, the rate at which they were running 
early this year, coupled with the suspension of American 
imports, may raise them to a substantially higher figure than 
the £2,000,000 registered for 1948. It bears repetition that the 
scheduled figures are purely notional, If, for instance, the 
contract for the Paulo Affonso hydro-electric scheme were 
awarded to a@ British firm (tenders are to be submitted this 
month from several countries including Britain) the figuse of 
£7,250,000 allotted in the agreement to general and_ textile 
machinery would probably be greatly exceeded. The first 
stage of this hydro-electric scheme is likely to call for th 
expenditure of about £6,000,000 spread over three years. 


It is known that Brazilian manufacturing interests hav 
brought strong pressure to bear on the Brazilian negotiators 
to cut down British imports which, they claim, would compete 
with domestic manufactures. This pressure will undoubtedly 
continue to exert an influence on the shape of Anglo-Brazilian 
trade, since it is based, not on currency restrictions but on tit 
desire to protect Brazilian industry, At a recent congress of 
Brazilian businessmen it was resolved to ask the Government 
to prevent the entry of any products competing with Brazilian 
manufactures, and at the same time to undertake an intensivt 
campaign through its commercial offices abroad for the sale 
of Brazilian exports. British linen is a target of this group. 
Brazilian linen output is, in fact, negligible and of low quality. 
Prices of the domestic product are higher than the landed cost 
of the much better quality imported from Britain. But how 
far British exporters will be allowed to fill the pr 
local shortage of linen remains to be seen. 


Shortage of Sterling 


Sooner or later a Brazilian sterling shortage may becom 
an additional factor to be reckoned with. The sterling which 
Brazil can earn depends, of course, on the level of its agt 
cultural exports, and this at present is not encouraging. 
Brazilian visible trade showed a Brazilian import surplus¢t 
ceeding £9,000,000 for the first five months of this year. This 
in itself is not alarming since the normal seasonal rise of 
Brazilian exports during the second half of the year can be 
counted on to reduce, though not to eliminate, the deficit. Th 
upswing has already begun, with a consequent easing of 
current sterling position, and authoritative opinion here oo* 
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siders the shortage unlikely to become acute this year. Two 
other factors support this view. First, releases of blocked 
sterling, following the recent railway purchases, will strengthen 
Brazil’s current sterling account ; secondly, a substantial trade 
balance in Brazil’s favour is to be expected from trade with the 
rest of the Sterling Area, even though this favourable balance 
is unlikely to reach the £8,500,000 registered for 1948 because 
of a considerable decline in Brazil’s exportable surpluses of 
rice and sugar. 

If this decline persists, a sterling problem will inevitably 
arise later. It must also be remembered that Brazil’s blocked 
sterling funds will not always exist as a means to replenish 
exchange drained by trade deficits. Well-informed forecasts 
suggest that these funds may dwindle to some £12 or 
{13 million by the turn of the year, and in the Bank of 
Brazil’s annual report for 1948, recently published, it is esti- 
mated that by next June they should be fully liquidated. 


So many imponderables are involved that it is impossible 
to draw any hard and fast conclusions from this analysis. 
Essentially, however, Brazil’s trading problem is its inability 
to produce enough to earn the means of paying for imports 
which a rising standard of living has made attractive to its 
people. It is at least certain that,much will depend on the 
rate at which it can increase its output of staple exports and 
cut production costs. Plans have been drawn up to this end, 
put the task of implementing them has barely begun. 


Co-operative Farming in 
Eastern Europe—I 


[BY OUR SPECIAL CORRESPONDENT] 


CO-OPERATIVE farming, introduced gradually, is the method 
by which the countries of Eastern Europe hope to get state 
control over agriculture without antagonising their peasantry. 
All countries of eastern Europe have undertaken to transform 
their predominantly agricultural and peasant economies into 
industrialised states within a short space of time—five years 
according to most of their plans—and it is essential for them 
to increase their food production at the same time. Food is 
necessary for export to pay for the import of the large 
quantities of capital equipment that they need to fulfil their 
plans, and at the same time they have to cope with a rising 
industrialised proletariat with a higher level of feeding. All 
these countries are also planning to increase their output of 
industrial crops. 

This plan for co-operative farming is not the same as collec- 
livisation, though it is almost certainly a step leading to that 
ultimate goal. The idea of co-operative farms is that peasant 
holdings shall be pooled to form large agricultural units which 
will be controlled by the state. With state aid they will be 
able t6 produce greater output per acre with less labour, and the 
state will be better able to control the crops that are sown as 
well as the collection of produce. This theory of the co- 
operative farms is in fact part of the text-book theory of 
Marxist-Leninism, but in each country its application varies 
with the character of the people and with the different agrarian 


Three-Year Agreements 


Although the principles are the same, the actual farms vary 
‘normously, It is possible to visit farms in Jugoslavia, Bulgaria 
ot Hungary with anything from 30 to 500 families forming the 

the co-operative. These families have pooled their 

‘ Which vary as a rule from the smallest holdings 
less than 10 acres to the large holdings of middle 
oe about 75 acres, and they. have all agreed to share 
Work and the profits for a minimum of three years. At the 
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end of that time, in theory, if any peasant wishes to contract 
out of the arrangement he may do so, though no guarantee is 
given that he will get back the same land that he originally 
gave. Land taken away from a cO-operative is usually taken 
from the periphery, and, it is often alleged, is the poorest land. 
The peasant families retain, or may have built for them, a 
house, and keep about a quarter of an acre garden for their 
own use. They are allowed private ownership of two cows, 
five sheep, one sow and its progeny and as many chickens as 
they can keep. 

The important difference between these co-operative farms 
and collectives is that in the co-operative farms the peasant 
receives a rent for his land in proportion to the amount he has 
contributed to the whole. The rent is not a fixed sum but 
varies with the profits. In Hungary and Jugoslavia rent appears 
to be paid up to 30 per cent of the profits, in Bulgaria some- 
times up to 40 per cent. In addition every working member 
of the co-operative receives wages according to the amount 
and quality of work contributed during the year. It is usual 
for 10 per cent of the total profits to be re-invested in the 
farm at the end of the year, and 40 per cent to §0 per cent is 
used for wages and other running costs. It is obviously an 
advantage to a peasant family to be able to contribute as many 
working members as possible to the co-operative. Families 
who can contribute members from three generations often do 
very well; those families who have a working husband and 
a mother unable to work through ill-health or small children 
are much poorer. This and differences in rent received ex- 
plain why the visitor to co-operative farms in eastern Europe 
notices what appears to be wide differences in the prosperity 
level of the different members of the community. 


Workers’ Brigades 


The work of a co-operative farm is in theory arranged by 
the general assembly, or, in the larger co-operatives, com- 
mittees of the members. In fact it seems to vary very much 
from one farm to another as to how this is done. In some 
places the farm really seems to be run by the community of 
peasants on a purely democratic basis, in others the president 
of the co-operative seems to run it as a paternal despot. 
In all cases, however, as the co-operatives have to be registered 
with the Ministry of Agriculture of the country concerned, 
they receive detailed instructions from headquarters as to what 
they are to aim at during the year. Work is organised on what 
is called in all these countries “ the brigade system.” Workers 
are assigned to different brigades which deal with the various 
work to be done, ploughing, hoeing, planting, cows, horses, 
transport, vegetables, etc., etc. It is possible to find co-opera- 
tives in Jugoslavia where the brigades change their work each 
day. In other cases change is made on a weekly or seasonal 
basis, and there are some co-Operatives where the brigades 
are specialists who for the most part stick to one kind of job. 


As each worker is paid according to the quality and 
quantity of work done, a very careful day-book has to be kept 
of what each person has achieved. This means that there is 
a great deal of book work to be done apart from the ordinary 
accounting, and most co-operatives have to have a full-time 
clerk accountant who is a working member of the co-operative 
and is paid according to the general average of earnings. 


Payment of wages varies very much. In some farms pay- 
ment is made in kind at various intervals during the year. 
Other co-operatives have a store and members are allowed to 


buy whatever produce they need up to a certain sum of credit - 


which is deducted from their earnings when the share-out is 
made at the end of the year—that is, after the harvest. The 
tendency in all countries seems to be to encourage the to- 
operatives to go in for as many sidelines as possible: Angora 
rabbits, rabbits for eating, pigeons, mixed vegetables, in 
addition to dairy farming, fruit, and even home industries like 
Carpet weaving. vs ns .* 


(To be continued) 




















362 


We'll always accept the challenge 


. IT’S a challenge to serve 

the public welfare, to build 

only essential equipment for essen- 

tial work. International Harvester 

accepted that challenge over a 

century ago and turned it into a 
business philosophy. 

Today that philosophy continues 
to be the driving force behind de- 
velopment and manufacture of an 
ever-increasing variety of ma- 
chines and equipment that help 
produce the necessities of life. 

Comfort, security, plenty — they 


Will come to us in larger measure 


when basic industries are able to 
improve efficiency through pur- 
chase of equipment that will in- 
crease capacity as well as main- 
tain and replace present units 
whenever necessary. Accordingly, 


_ it is to the interest of every nation 


to facilitate the supply of such pri- 
ority items in order to make this 
essential equipment available to 
its producers. 


Agriculture, industry, transporta- 
INTERNATIONAL 


International Trucks + International Industrial 
Power *« International Harvester Refrigeration 
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tion, construction, food preserva 
tion .. . these are basic industries. 
And it is of vital national interest 
that they be kept healthy and pro 
ductive. One way that they cam 
produce more, and do more, for all 
of us is through use of tools such 
as International Harvester builds- 
tools that help turn shortage into 
plenty. International Harvester Er 


port Company, 180 North Michigaa | 


Avenue, Chicago 1, U.S.A. 


HARVESTER 


McCormick International 
Farm Tractors & Farm Equipmett 
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THE BUSINESS WORLD 





Utility 


HE shopkeepers’ organisations, in a mood of outrage and 
T perplexity which is itself easy to understand, this week 
iook up a position not unlike that which the master bakers 


} once adopted towards the rationing of bread, and probably as 


chosen. Just before Parliament dispersed, the President 
of the Board of Trade announced his intention to reduce the 
permitted maximum prices of utility textiles and footwear. 
The President said at the time that the brunt would “ at the 
outset” fall on the retailers’ gross margins, and added, 
somewhat blandly, that he had not had time to consult the 
trade associations concerned. This week a meeting of repre- 
sentatives of retail trade organisations, called in London by 


| the National Chamber of Trade, recommended traders not 


10 put the proposed cuts into operation until proper con- 
sultations had been held between the Government and the 


| trade. 


Most people will feel that the meeting which passed the 
resolution went too far: defiance of this kind is ill-advised, 


_ and the retail traders are the last people to be able to make a 
| success of it. 
| would have done better not to climb up. They have a 


Since they will have to climb down, they 


grievance; it is true that they should have been consulted. 
Machinery exists for this very purpose, and Mr Harold 
Wilson’s bald assertion that it would have been “ impos- 
sible” will convince nobody. If the President had been 
less high-handed, the public interest, as well as the legitimate 
interest of the shopkeepers, would have been served, since 
the President would then have had to explain why he had 
selected these classes of goods and no others ; how he had 
atived at the figure of § per cent ; and by what section of 
the national economy the cuts (mot “at the outset” but in 


| the long run, after the inevitable process of trade adjustment) 


would be borne. It would be useful to have the Govern- 
ment’s answers to these questions. It would also be useful 
to know whether the cuts are intended to last, or whether 
they are shortly to be cancelled out by cost-raising tenden- 
aes within the productive machine, which the Government 
sunable or unwilling to restrain. 


Up to this point the retailers’ case is strong and will evoke 
‘ympathy. But if they were really to sit tight and refuse 
‘0 make the cuts when ordered to do so, they would find 
themselves playing a different engagement on quite another 
pitch. Many people will feel that the President of the Board 
f Trade is right when he suggests that distributive services 
a mM general costing too much, and few will take very 
“nously the distributors’ complaint that these cuts will face 
them with collective ruin. The public is unlikely to support 
the shopkeepers in any effort to keep prices up against the 

mment. Offered something for nothing in the shape 
“f a shilling in the pound off certain prices, it will no doubt 
“cept, and spend the bonus on something else. It may 
wonder if the bonus is genuine; whether prices can really be 
brought down at the same time as wages and costs of pro- 

_. 0 are going up; why, if this trick can be performed 
wth utility textiles and footwear, it can be performed with 
© other commodities. 


Ukase 


With these questions in mind, it is opportune to glance at 
the situation of the two main textile industries, and at the 
way their utility schemes are working. Both the cotton and 
wool textile industries have increased their output within the 
past twelve months, but neither has regained its prewar rate 
of output. Neither has succeeded in getting back the whole 
of its prewar labour force, or in bringing the whole of its 
plant back into employment. In each industry, therefore, 
the drive to expand exports in the past eighteen months has 
carried some risk that supplies to the home market, and in 
particular supplies for the utility programme which meets 
the bulk of home “civilian” demand, might fall behind 
what was required. Utility production was reduced in 1948, 
and is still below the 1947 level in each industry. - So far, 
acute shortages of utility goods have been avoided, but it is 
still true that most manufacturers of cotton and wool yarn 
and cloth, believe that if they could produce more, they 
would have no @ificulty in selling it. 


*x 


The deficiency of production is the more marked in the 
cotton industry, which in order to increase its exports has 
had to import large quantities of foreign grey cloth for finish- 
ing. A large part of the grey cloth imports came from Japan, 
but the import of Japanese grey cloth was stopped by the 
Government in July because of the threat of a “ dollar com- 
mitment ” which arose from them. The effects of this reduc- 
tion in cotton cloth supplies have yet to be fully felt. 
But it is clear that in Britain, as in most of the world outside 
North America, there is still a relative scarcity of cotton cloth. 
In the circumstances, supplies for the utility programme—the 
least profitable branch of production—have been maintained 
by a deliberate effort of the industry to meet the wishes of 
the Government: “ This branch of business,” the chairman 
of the Cotton Board observed in the Board’s Trade Letter 
for May, “ still has in it an element of obligation to the com- 
munity at large,” and the industry has understood that its 
gradual emancipation from control was to some extent con- 
ditional on the obligation being met. The last considerable 
relaxation of controls in the cotton industry took place in 
April, when the price controls on yarn and on loom-state 
cloth for the utility programme were removed, leaving only 
the price ceiling on the finished cloth. It was this relaxation 
which caused the chairman of the Cotton Board to publish 
a reminder in May of the “ duty that lies upon the industry 
to produce and distribute an adequate supply of utility textiles 
at reasonable prices.” 


Once the intermediate price controls on utility cotton 
textiles were removed, there began a process of price adjust- 
ment which is not yet concluded. When spinners and manu- 
facturers came to digest the wage increases which were 
awarded earlier in the year, pressure on the price ceilings for 
some types of cloth was inevitable; the cost of some other 
types had fallen in line with the fall in Egyptian cotton, and 
it became evident that in these the utility price ceilings 
allowed room for reduction. The industry has, in conse- 
quence, been negotiating with the Board of Trade a general 
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revision of the maximum prices for utility finished cloth, and 
it was primarily this revision which occupied Mr John 
Edwards, Parliamentary Secretary to the Board of Trade, on 
his visit to Manchester this week. The results have not 
yet been published. There is little doubt that they will 
show no general reduction of the controlled prices for cotton 
cloth; the balance, if there is a balance, will probably be the 
other way. The revision itself is intended not to change the 
general price level, but to reconcile inconsistencies and 
remove anomalies that have arisen with the passage of time. 
No proposals whatever seem to exist for passing on to the 
spinning, manufacturing, or finishing industries any part of 
the cut in retail prices on utility cotton and rayon goods 
which the President of the Board of Trade has announced. 
These are apparently to be shared, so far as clothing is con- 
cerned, by the distributors and the makers-up ; so far as 
household textiles are concerned, the distributors are appar- 
ently to bear the whole 5 per cent. Nothing in the trend of 
costs or the state of trade in the cotton industry suggests 
any general price reduction at present. 


In one other respect the industry is pressing for further 
emancipation. The production of cotton textiles is at present 
controlled by a system of allocations and licences. A licence 
covers each stage of production of any piece of cloth, and 
must bear a symbol indicating the ultimate use or destination 
of the cloth. The termination of this system is being dis- 
cussed and will probably be settled sogn ; firms will then be 
permitted to make whatever yarn and cloth they please. The 
trade’s view is that this would not endanger utility produc- 
tion, since purchase tax makes non-utility cloth relatively 
difficult to sell in the home market, and since the export 
trade, though it is still on balance expanding, is beginning to 
show risks and difficulties which have long been unfamiliar. 


It helps both ways 


The Westminster Bank provides a service to both 













exporters and importers that covers all aspects of 
foreign trade. As the volume of post-war exports 
increases, a number of people inevitably enter 
into foreign business for the first time, and it was 
for such people that the Westminster Bank issued 
their booklet on The Foreign Business Service of 
the Westminster Bank. The booklet describes some 
of the problems of overseas trade and gives an 
account of the services that are provided by the 
Bank to meet them. Ask for a copy 
at your local branch 


WESTMINSTER BANK LIMITED 
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At the same time, the cotton trade is showing an increas 
tendency to question the future of the utility scheme itsel, 
Fhe Cotton and Rayon Merchants’ Association, in jt las 
annual report, spoke of the growing demand for less 
standardised production which (it said) traders should be 
allowed to meet. It is true that the utility programme tend; 
to keep production for the home market concentrated ¢ 
certain standard lines of cloth ; this concentration tends tp 
make for rigidity and to discourage change or experiment, anj 
if the industry is to have an export future it must not alloy 
itself to become stereotyped. The present tendency is fy 
export and home production to move in separate groove, 
with relatively little interchange. 


In the wool textile industry also the immediate questiog j 
not whether prices can be reduced but to what extent the: 
increase can be restrained. Mr Harold Wilson’s announe. 
ment of the proposed price reduction was made within thre 
days of the announcement of another relevant fact. By a 
arbitration award, workers throughout the wool textk 
industry were to receive a wage increase of 7} per cent, ani 
this increase came into effect on Monday. Its immedi: 
effect is to offset, and more than offset, any saving which th 
industry has gained, or can expect, from reductions in wo 
prices. It is perhaps worth recalling what happened whe 
the industry last had a general wage increase. Time-worker 
received an increase of 7$ per cent, and piece-workers » 
increase of § per cent on the piece, in April last year. It wx 
not until the following November that the consequent adjus- 
ments in the price schedules for woollen and worsted utility 
cloth came into operation: and the adjustment of yarn pric: 
has not yet officially been made. In the ordinary way, there 
fore, the present moment would see the opening of negotiz- 
tions for an increase in the scheduled prices to reflect tk 





Do you trade with 
AUSTRALIA 


As a market for British manufactures and as a source of food and rav 
materials, Australia plays an important part in Britain's economy. 
Whether your interest is In imports or exports, the services of the 
Commonwealth Bank of Australia can be of considerable assistance 
With over 400 Branches in the Commonwealth and New Guined, 
and guaranteed by the Australian Government, the 
Bank can provide the British trader with up-to- 
date, authoritative Information on every 
aspect of Australian commerce. 


COMMONWEALTH BANK OF AUSTRAUA 


London Branch : 8, Old Jewry, E.C.2 Niso ot Australia House, Strand: Wd 
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latest wages award. Nobody knows how the cuts in utility 

es will affect this position. Since nothing has been said 
of any reductions in the prices for spinning, manufacturing, 
and finishing, it is assumed that the cuts are to be borne, as 
in cotton, by the distributors and makers-up. The cloth 
manufacturer is unlikely to be called upon to reduce his 
prices. But can he even keep his prices down to their present 
levels ? 

The wool textile industry as a whole has strong reasons for 
wishing to keep its prices down if it can ; it would like to 
sec the removal of the entire price-control system, and clearly 
it would not obtain this unless it could give some undertaking 
of price stability. It is disposed, like the cotton industry, to 
question how long the utility system is to be preserved. But 
the utility scheme in wool textiles has always been more 
flexible than in cotton. Instead of the precise and elaborate 
specifications for cotton cloth, the utility programme for 
woollen and worsted cloth rests on a series of general descrip- 
tions, with a width, weight, and minimum and maximum 
price added to cach description. Quality, design, and 
characteristics can vary greatly within each utility category. 
Acloth which costs more than the appropriate maximum for 
its utility mark can in some circumstances be given a higher 
utility mark, commanding a higher price. Conversely, if the 
ceiling price becomes too low for a given standard of quality, 
the quality can within certain limits be reduced ; and this 
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can be done quite legitimately within the framework of the 
utility wool textile scheme. 


* 


Price reductions of the kind announced a fortnight ago 
by the President of the Board of Trade can be ordered, it 
is Clear, at any time by any Government prepared to use its 
authority in that way. They are, apparently, a welfare 
measure or a measure of political expediency. In the present 
case they reflect no saving through cheaper production and 
no pruning of economic fat through trading enterprise or 
competition. If the shopkeepers are right in their complaints, 
they represent simply a forcible transfer of money from cer- 
tain distributors to the consumers of certain products. But 
the consumer’s slightly increased purchasing power will pro- 
bably force the prices of some other products slightly 
upwards, and the distributor may well recover his loss else- 
where. Contortions of this kind are made possible by the 
division of the industrial economy into two parts—“ essen- 
tial” and utility goods in one compartment, non-utility and 
export goods in another, with purchase tax to enforce the 
separation. Among the drawbacks of this system—draw- 
backs which arbitrary price manipulation can only exaggerate 
—is that it robs industry of the capacity to adapt itself to 
changing consumer demand ; that is to say, it unfits industry 
for competition in international trade. 


Industry’s Rising Stocks 


N article in The Economist last week illustrated the 
immensely valuable information which can now be 
extracted from the new form of profit and loss account 
which the Companies Act requires. It is only in the last decade 
or two that the paramount importance of the profit and loss 
account has been recognised. Give a good accountant or a 
shrewd investor a company’s profit and loss account, and he 
will be able to go most of the way in sizing up its strength. 
He will certainly require the balance sheet to complete his 
task, but he will use it largely to fill in the gaps and to make 
cross-checks in his work on the profit and loss account. 


This change of emphasis from the balance sheet to the 
profit and loss account can be readily explained. The old 
test which the investor applied was whether his capital was 
secure. Now his first question is whether his dividend is 
well covered. Again, as last week’s article explained, the 
size and the allocation of profits have vital bearing on 
whether industry is maintaining and expanding its capital. 
The balance sheet is a flashlight photograph of a company’s 
condition at the moment of balancing its books ; its profit and 
loss account, on the other hand, is a narrative record of its 
trading for the whole period between two balance sheets. 
The two meet when profits are capitalised or retained in 
eserves; the appropriate entries are made in the balance 
sheet ; and then shareholders wait for a twelvemonth for the 
a and fair view” of the state of their company’s 


Ali this may be elementary. But it explains why there is 
Do logic in attempting to summarise all the balance sheets 
have appeared during the past year, or in comparing 

* ng figures with those which appeared a year earlier. 
comparison of that kind has some virtue for profits. For 
balance sheets, it becomes a statistical abstraction. On the 
Other hand, the balance sheet changes which appear from 
on Succeeding quarter’s sample of companies have real 
meaning and importance. Each quarterly batch of reports 


differs in number and in composition, but each is likely to 
be sufficiently representative of industry as a whole to make 
possible a fairly reliable estimate of balance sheet trends, 
quarter by quarter. 


Earlier articles in this series* have emphasised that 
changes in current assets and liabilities are more relevant to 
the inquirer than changes in fixed assets. Among the current 
items, one of the most important, and most perplexing, is the 
figure for stocks. The April-June companies, whose balance 
sheet position is summarised in the accompanying table, are 
the biggest batch of the year. These 779 companies (they 
are the same companies whose profits were compared in last 
week’s article) show a great increase in stocks—by over {100 
million. It is worth comparing this stocks movement with 
the increases shown by companies in the three preceding 
quarters: 


INCREASE IN Stocks, 1948-49 















Previous 
Stocks 


Latest aan 
Stocks | cymes 


é 
uly-Sept., 1948..... 4 “3 

aie 948..... 523 9-0 : 631-9 $2 
Jan.—Mar., 1949..... 294: 761-1 39 
Apr.—June, 1949..... ° 1,439-9 42 
july, 1948-July, 1949 | 2,095 3,3525-2 40 


The April-June group shows an increase in the value of 
stocks of 21 per cent, from £501.9 million to £605§.§ million. 
This rate of increase reverses a trend which had been con- 
spicuous during the three previous quarters, for which 
increases in stocks were, respectively, 45, 33 and 16 per cent. 
It is wise not to make too much of the movement shown by a 

* conomist anuary 22nd, March 12th Ma 
ed take — is aoe by detailed See a a 
the Records and Statistics Supplement of the same date. 
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single quarter, but the figures at any rate do not rebut the 
suspicion, based on general grounds, that stocks have lately 
been rising a little too fast for comfort. That point emerged 
from the General Electric Company’s report only last week. 
Even as late as the end of March last year—which was the 
average balance sheet date of the companies whose reports 
appeared three to six months later, between July and Septem- 
ber—the building up of normal stocks was perhaps hardly 
complete; in any case they were bound to show a fairly big 
relative increase (actually 45 per cent.) because in the previous 
year they had been seriously depleted as a result of the fuel 
and power breakdown. 


For these reasons, the 45 per cent increase in stocks shown 
by the July-September companies was probably reasonable, 
and there was a much slower rate of increase in the two 
following quarters which was equally natural. But the 
renewed upturn in the latest quarter seems to call for special 
explanation. An increase in physical stocks today is much 
more likely to stem from a slowing down of orders and 
perhaps an accumulation of unsold output than from any 
normal require- 
ments for increased 
circulating capital. 
Allowance must in- 
deed be made for 
the rise in whole- 
sale prices during 
the year covered by 
these accounts—5§5 
per cent is probably 
a reasonable  esti- 
mate—and also for 
the rather smaller 
increase in wage 
rates, since part of 
these stocks are 
intermediate _ pro- 
ducts and work in 
progress which have 
a wages component, 
But, when this is 







119 | 966 
| Companies , Companies 





| Previous Latest Latest 
Year Year Year 





Capital (Parent | | 
Companies) :-— 
Debenture ....... 145,441 153,363 206,671 
Preference .......j 293,999 | 305,124 398,681 
Ordimary ........ 509,442 534,428 689,990 


948,902 992,915 | 1,295,342 


















' 
Revenues and) 
Ss _— } j ' 
Capital res. and | { | 
EPT refunds. . 201,389 | 255,603 | 399,775 
Revenue res. and 


carry forward... 579,191 





443,941 | 607,333 





Paw ceca en. | My SRO,A82 | 1,690,459 2,302,450 
Outside Interests | | 





Current Liabili-| 


b's r 
ties and Provs.:- i ! 
done, and the rise in. | Seoand Frove. 
stock values is suit- and loans ...... 51,657 12,139, 94,668 


* ‘sediters | 
ably discounted, a | “tri "chances 







sree charges ..| $01,605 | 539,545 740,925 
. Reserve for future | 

very marked im- | ‘taxation........| 67.182 80,423; 108,007 | 
crease in physical Other provisions. . #3, 263 44,589 78,243 





t-—- - -— 


stocks still remains 663,707 736,696 1,021,843 
to be accounted ! 
for. 

The rising burden of stocks can be measured in another 
way, by expressing them as a proportion of total current 
assets. This total includes also debtors, gilt-edged and other 
investments, and cash, and it may vary for reasons—such as 
expenditure on new fixed assets—which have nothing to do 
with variations in the size of stocks. On broad grounds, 
however, any consistent tendency for stocks to form a rising 
proportion of the total of all current assets must be inter- 
preted as a sign of rising inventory pressure and as a potential 
source of embarrassment in the event of a fall in prices or in 
consumers’ demand. That rise has certainly been taking 
place during the past three quarters ; stocks formed 32 per 
cent of the total current assets of the companies which re- 
ported between October and December last year ; for the 
companies reporting in the quarter ending in June, the 
proportion had risen to 42 per cent. 


There is, in the particular case of stocks, some virtue in 
comparing the totals shown by all company accounts which 






CONSOLIDATED BALANCE SHEET FOR INDUSTRY 


Basep on Company Reports PusiisHep Aprit-JuNE, 1949 (/600's) 













in Subsidiaries.| 48,013 | 57,065 | 110,462 


| 2,241,202 2,484,220 3,434,755 
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have appeared during the past twelve months with those of 
the preceding period. Owing to the time-lag in publicas 
these accounts published in the period July to June, are the 
nearest approximation to a financial record of what 

in the previous calendar year. That is to say, the movemeg 
in the stock figures of these 2,095 companies provide a fair 
impression of industry’s investment in stocks in » 
itself. The total increased from £1,055.5 million 
£1,318.5 million, and the period during which this increas. 
took place can be put very roughly and notionally frog 
November, 1947, to October, 1948. Without Stretching the 
facts too far, therefore, it can be said that industry made, 
new investment in stocks during the calendar year 1948 gf 
rather more than £250 million and perhaps as much as £275 
million. 

This figure can be compared with the estimate given in the 
National Income White Paper for “increase in value ¢ 
stocks, work in progress and surplus stores transferred t 
private inventories ” which was put at £494 million in 194%, 
But this estimate was frankly described as “a pure residue” 
Obtained bya 
double process of 
difference, and it is 





chao bhad ts very. pantie 
779 | 966 On the face of the 
Companies Companies} matter, it looks igh, 


compared with the 
total increase shown 
by the 2,095 com- 
panies in the past 
year ; but this latter 
total excludes all 
private companies 
and firms, and these 
are to a large extent 
occupied in me 
chanting and retail 
ing business and 
therefore hold ap 
preciable stocks 
themselves. This 
area of unrecorded 
stock figures limis 
the deductions 
which can be made 
from the movement 
of the stocks d 
public companies; 
it is a gap whid 
will be closed only when the census of distribution bs 
made the facts known about the private trading sector. 


Previous Latest Latest 
Year Year Year 





Fixed Assets :— | 

Land, property and 
plant............| 875,657 | 1,059,456 1,445,668 
Less depreciation..| 224,213 335,745 413,442 
651,444 725,710 | 1,032,226 


| 
Trade Investments 191,594 230,979 290,903 


Intangible Assets | 90,304 «87,659 «112,302 





Current Assets -— | | 
DE cscs <oxune _ 601,911 605,530 | 825,354 
Dba 6/5. 584 | 302,264) 337,136 | 449,851 
Gilt-edged securities 77,852 | 54,857 | 115,109 
Other marketable | 

investments...... » 201,271 191,109, 251,576 
CRE ec snpoe cote | 994,562 | 251,260/ 357,434 


1,307,860 1,439,872 | 1,999,324 





| 2,241,202 , 2,484,200 |-3,404,755 


This discussion has emphasised the movement in stocks for 
two reasons: first, because stocks are measured within close 
limits of accuracy so that their changes have fairly prec® 
meaning ; and, secondly, because movements in stocks hart 
great significance in the causation and sequence of the invest 
ment cycle. It would not be true to claim that the nse ® 
far is causing any manifest strain on industry’s finances. ‘fe 
the 779 companies whose reports appeared last quarter, ™ 
current assets rose from £644.2 million to £703.2 milli 
Nevertheless, there were some significant changes aim 
the constituent items. Both debtors and creditors were ™ 
by an amount roughly equal and roughly corr ° 
the rise in prices during the year. Holdings of gilted! 
securities were reduced, from £77.9 million to £548 millot 
—a reduction which was to be expected, in view of the s# 
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culty of raising new capital in the market towards the end 
of the period. The setback in gilt-edged ‘Prices was being 
freely attributed a month ago to selling by industrial holders, 
but if their sales have been only of this order, it is difficult 
to understand how they could have upset the gilt-edged 
market so seriously. 

These factors, coupled with some increase in bank accom- 
modation—the companies drew about {£20 million more 
from the banks last year—and in reserves (free reserves are 
up by nearly £65 million) have accounted for the improve- 
ment in cash holdings, from £224.6 million to £251.3 million. 
The idea that industry is running seriously short of cash is 
not supported by these figures, though it is certainly true for 
many individual concerns. The current accumulation of 
cash is a reflection of the current accumulation of retained 
profits; it leads to precisely the same point that was touched 
on last week. Ability to earn sufficient profits from which 
adequate sums can be set aside to reserve is a pre-condition 
of a reasonable level of industrial investment and a satisfac- 
tory state of industrial liquidity. A ro per cent. fall in total 
profits of this group of companies (the detailed figures for 
them were given last week) would, after tax adjustments, wipe 
out four-fifths of the amount they set aside to revenue reserves 
—which is roughly speaking the amount they were able to 


' acumulate towards new fixed capital last year. Other things 


_ being equal, it would result in the loss of one-fifth of their 
» cash resources. 
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It remains to comment briefly on the movement in the fixed 
assets of these 779 companies. Warnings have been given in 
earlier articles against a direct comparison of the fixed asset 
figures shown in the latest balance sheets with those for the 
previous year. For example, the apparent increase in “ land, 
property and plant ” for these companies from £875.7 million 
to £1,059.5 million does not represent a full £184 million of 
gross new investment during the past year. Some of the 
increase is real ; but a large part of it arises because of changes 
in the method of presentation required by the Companies 
Act. The counterpart of the increase in the book value of 
fixed assets is the rise in accumulated depreciation provisions 
from £224.2 million to £333.7 million ; these provisions now 
have to be brought out into the open, and may no longer be 
concealed as hidden reserves. The increase in the net value 
of fixed assets from £651.4 million to £725.7 million gives a 
more plausible impression of the extent of new fixed invest- 
ment by this particular sample of companies last year. But 
even this comparison is complicated by other factors, among 
them the impact of the initial allowances and the effect of 
changes in the composition of group accounts by the inclu- 
sion of newly-acquired subsidiaries or by the consolidation of 
certain subsidiaries which had hitherto been excluded. The 
Companies Act requires a statement to be given showing the 
extent of commitments for future capital expenditure ; it is 
a pity that it did not call for a statement of actual gross capital 
expenditure during the year covered by each balance sheet. 


Business Notes 


; No Resistance Yet 


Interrupted temporarily by the closing stages of the old 


_ Stock Exchange Account, the fall in gilt-edged stocks has been 
| continued in the opening stages of ihe new one. The market 


has ceased, perhaps, to show headlong losses of a point or 
more a day, and is instead lapsing into an erratic and tetchy 
condition. Perhaps the most important fact in this week’s 
dealings is that, when the market has occasionally seemed more 
stable, no substantial new buying has been attracted. The big 
accumulation of institutional funds which many observers 


have been expecting almost daily to come into action remain 
well behind the line. 


Friendless and unsupported, the market has remained vulner- 
able to incidents which under more normal conditions it could 
lake in its stride. Another small helping of Gas Stock has 
proved indigestible, and the price this week has fallen further 
0 & This is the seventh instalment of prices agreed for 
“unvalued” gas securities, and the process is far from com- 
plete. For the average small holder of gas securities—and 
typically he is a local investor, who has kept his modest 
holding of stock as an investment over a long period—there is 
4 protection against the continued depreciation of the 3 per 
cent Gas Stock which he will receive, at a wholly fictitious 
parity, in return for his gas securities. The big investor may 

to find some partial protection by recourse to covering 
operations in the gilt-edged market itself, but such operations 

a degree of professional skill and knowledge which is 
tot open to the small man. The Government’s haste in fixing 
the Vesting date on May 1st before the technical arrangements 
for Valuing the “ unvalued” stocks were anywhere near com- 
Pletion means that the small investor who does not wish to 
Telain a 3 per cent stock with a maximum life of 46 years in the 

te hope of a fall in interest rates is already faced with 
alos of 10 per cent of the capital value of his compensation. 


* 


Meanwhile, the yields on the “longs” remain out of gear. 
Selling of War Loan by holders now disillusioned about the 


prospect of repayment in 1952 has continued, until the stock 
now yields 3; per cent flat. “Daltons” yield 33 per cent 
flat, and Old Consols and 3 per cent Treasury Stock a shilling 
per cent less. Thus these yields span the 3} rate on which 
some investors have their eyes fixed as a possible resistance 
point. Another disparity is to be found between the 3 per cent 
which is still being charged to local authorities for loans from 
the Exchequer, and the current 3} per cent return on thirty- 
and even forty-year Government stocks. Local authorities 
can hardly be blamed for borrowing as soon as their loan 
sanctions are received, though this is often some time before 
they begin to spend the money. If they reinvest temporarily in 
23 per cent War Bonds, 1949-51 and if (as is now argued) the 
bonds are allowed to run for the full term, they can get 
£2 7s. 11d per cent. A premium of about one-half per cent 
for a couple of years is a cheap insurance against paying an 
extra one-half per cent over the full term of the loan. The 
Treasury may make—and certainly ought to make—such an 
increase in the rate on local borrowing before very long. If 
the authorities have allowed the rise in interest rates to take 
place on the ground that it is consonant with the country’s 
economic needs, they should make sure that it is promptly 
applied to those agencies which are responsible for an im- 
portant proportion of the country’s total investment. 


* * * 


Sharing Marshall Aid 


The delicate process of sharing the diminished amount of 
Marshall aid for the current year between the European 
beneficiaries seems to have been carried a further stage forward 
in Paris this week—though the operation is still taking place 
on the official plane at which all recommendations must be 
regarded as very tentative. The working party of the Pro- 
grammes Committee of the OEEC did not, apparently, make 
sufficient headway to enable it to present its provisional alloca- 
tions to the meeting of the Council of the OEEC on Thursday, 
as had been intended. Indeed, only very tentative proposals 
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can be made at this stage, since the total amount of ECA 
aid which will be available is still not precisely known. The 
working party has, however, been working provisionally on a 
partial figure of £800 million, which is well below the lowest 
limit of the sum expected to be provided by Congress. 
Britain’s share of this £800 million is reported unofficially to 
have been put at £190 million. On this basis the British 
proportion of the total as voted in the Senate version of the 
Appropriations Bill would be about £225 million, since the 
total of ECA funds provided in this Bill is $3,628 million 
plus $150 million for ECA loans. It is not certain, however, 
that the global appropriations will be so large as this, since 
the Lower House has voted a somewhat smaller sum, and 
the Committees of the two Houses are now engaged in working 
out a compromise. 

An allocation to Britain of £225 million, compared with £315 
million received in the year 1948-49, would be near to the 
lower limit of Britain’s expectations. It would, indeed, be a 
little less even than the very sanguine estimate of Britain’s 
needs which was put forward in the original programme sub- 
mitted to the OEEC last autumn. In June last this estimate 
was raised to £278 million and a few weeks ago was again 
revised, even more drastically, to £380 million. Even so, the 
figure may still be optimistic, though it takes no account of 
the saving which Britain hopes to achieve from the projected 
25 per cent emergency cut in dollar expenditure. It should 
be emphasised that any recommendations by the Programmes 
Committee and its working party are subject to the approval 
of OEEC. In view of the fact that other European countries 
besides Britain have recently put in revised bids, it is by no 
means certain that the OEEC participants will succeed in 
agreeing among themselves how the whole sum is to be 
divided. In the event of disagreement, the ECA authorities 
themselves would presumably have to take a hand. 


* * x 


Boosting Unrequited Exports 


The more closely the new financial arrangements with 
India (briefly discussed in last week’s issue) are examined, the 
more extraordinary do they appear. In the twelve months to 
end-June last, India ran through the whole of the sterling 
which both Governments had agreed would be a sufficient 
provision for three years, and also overspent the dollar alloca- 
tion for the year by about one-third. These over-spendings 
were possible because the British authorities allowed India to 
anticipate the releases of sterling balances to be granted for 
future years, and also made further dollars available to India 
from the central pool. Even if Britain’s financial plight were 
no worse now than it appeared twelve months ago, any realistic 
bargaining with India now surely ought to have required it 
to make good in future years some part of these overdrawings. 
As it is, the past excesses are ignored. Worse still, the annual 
provision of sterling for the current year and next year has 
been raised from the originally agreed figure of £40 million 
to £50 million, which the Treasury hopes will be the limit of 
India’s spendings in these two years. But it is not sure; so 
it gratuitously adds a release of a third £50 million, to be used 
if necessary to meet “contractual imports” in this current 
year. Thus is bad management rewarded by inducements to 
overrun the constable yet again. 

The official explanation of this lightheartedness on the part 
of the British Treasury is that a reduction in the rate of 
India’s imports, including the liquidation of existing commit- 
ments, could not be rapidly achieved “without serious dis- 
location of trading relations.” Perhaps this is true; but re- 
trenchment will never be a comfortable process, and it has 
rarely been more necessary ‘than now. It is hard to avoid the 
conclusion that the British Government, in its determination 
to keep Britain’s crisis firmly muzzled until after the election, 
has been inspired mainly by a desire to do nothing which 
might disturb employment in the export industries which sup- 
ply the Indian market. These easy exports—easy because they 
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are unrequited—are to continue to absorb British Teso1uree, 
which ought to be employed elsewhere. Their 
will avoid the “dislocation” which is a cuphemism for th 
re-deployment which might embarrass the Gove ui 
will also help to maintain that spurious “ overall” 
to which Government spokesmen still refer with such pride 
Will similar arguments presently be used to justify a Joag tp 
South Africa on terms more lenient than a major gold. 
producing economy has any right to expect from Britain 
its present extremity ? Such policies are as unfair to th 
British people as they are to other members of the sterling ary 
Nor is this the end of the sorry tale of the Indian , 
ments. The official communique issued in London was giep 
on the crucial question of India’s dollar allocation—except » 
say that last year’s arrangement whereby India received , 
specific dollar ration (and duly exceeded it), would not 
repeated. But Dr Matthai quickly let the cat out of the by 
In return for India’s agreement to accept the request m& 
to all members of the sterling area to endeavour to cut toy 
dollar expenditure by 25 per cent, Britain has readmitted Ind 
to full membership of the area, with the right to draw why 
dollars it needs from the central pool. Presumably this rigy 
would be restricted if good progress did not appear like) 
towards the 25 per cent cut in total dollar expenditure. By 
Dr Matthai computes that the effect will be to allow India» 
draw this year the dollar equivalent of £35 million, in contny 
with only £15 million specifically allotted last year ai 
£21 million actually drawn. This interpretation was iswed 
from New Delhi within a few hours of the British Treasury 
evasive communique. It has not yet been contradicted i 
London. 


a * * 


Dollars for Ceylon’s Central Bank 


It is understandable that Ceylon, having attained dominin 
status, should wish to replace its local currency board by: 
central bank. In itself this move is of little concem 
Britain, and the change would be mainly a formality. Bu 
the Ceylonese financial mission which has just left Lends 
is reported to have obtained approval from the authoritis 
in London to retain Ceylon’s dollar surplus to accummulate1 
hard currency reserve for the proposed central bank. If ths 
report proves correct the Singhalese negotiators must hit 
overcome stiff opposition in London. Ceylon is a net dollar 
earning country and has hitherto paid into the sterling a 
pool the dollars it did not require to meet its own needs. 


As a country earning more dollars than it spends, Ceykt 
has doubtless not been under very serious pressure to redut 
its fairly high dollar expenditure. But it is quite 
matter to allow Ceylon to retain possibly its entire dolls 
earnings for salting away in its central bank. This mor 
raises questions of principle which eventually could undenmit 
the whole system of the sterling area. The system cant 
function if the dollar-losing countries resort to the pool 
the surplus areas take steps to retain their dollars. The sche 
cannot be finally judged until all the facts become known an! 
this will not happen until the mission from Ceylon has 
home. Nor will it be known until then how much stefi 
has been released to Ceylon under a new agreement j 
concluded. The announcement of the details of the agreemelt 
with Pakistan is similarly to be deferred until the Pakista 
delegation has reached home. Coming so soon 
Indian victory, this withholding of information i 
arouses a suspicion that these countries, too, have 
good bargain for themselves. 


* * * 


Declining Trend in Exports 

The fall in British exports last month by £1,600, ® 
£141} million is the more disagreeable because it _— 
with the experience of the past three years, in each of 








5 THE ECONOMIST, August 13, 1949 


Tesource, in July were higher than in June. It is impossible 
Ntinuany estimate how far the fall may have been due to the London 
TM for the adh strike. The Board of Trade suggests that through the 
Ment, and yse of Service personnel and the diversion of goods to other 
quilibriug ports, the effect on exports was probably small. Again, some 
uch pride, part of the explanation may be in the virtual closing of the 
adie south African market, a fact which may have boosted the 
ajOr- gold. volume of exports in June. But the Séuth African ban is a 
Briain, particular feature in the growing dislocation of world trade. 


4 The trend in exports since the beginning of the year is 
ctling am unmistakably deteriorating. In the accomp.nying table allow- 
in artang. HE ance has been made for the different number of working days 








- Was silen in each month ; exports have been revalued on the basis of a 
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Apart from a partial recovery in March and again in June, 


aah | the general trend has been downwards. The July figure was 
Mi ky | 64 per cent lower than in June, 11 per cent lower than in 
oe January and the lowest since October. Moreover, more export 
ae industries are reporting sales resistance in overseas markets. 


Imports in July fell by £15 million to £186} million. They 

_ were the lowest for any month so far this year except February, 

| but higher than in any single month in 1948. Because of 

| the smaller imports the adverse balance for July (struck 

| between imports valued c.if. and export and re-exports 

-d dominin 0b) fell to £41 million, or £13 million less than in June. 
- For the first seven months of the year the adverse balance at 
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£238 million was also smailer than in the corresponding period 
of 1948, when it reached £284 million. But the trend this 
year is moving in the opposite direction. Last year exports 
rose to peak levels in the closing months ; this year the highest 
figure was attained in January. 


* * * 


Peak Dis-saving 


The sorry performance of National Savings in this current 
fiscal year went from bad to worse as the holiday season 
approached its peak. In the week preceding August Bank 
Holiday encashments exceeded receipts by £5,679,000—a 
melancholy new record for any week outside the Christmas 
season. In the corresponding week last year the net demand 
was {£4,547,000. All the precedents suggest, however, that 
the trough should now have been reached. Although the 
receipts are often lower immediately after the beginning of 
August than immediately before it, the period of falling 
encashments should now have begun. 


The cumulative deficit in the National Savings year to date 
now amounts to £27,929,000 (excluding interest disbursements 
on encashed Savings Certificates). This is some £154 million 
greater than the deficit in the corresponding period of 1948, 
when gross receipts were just under £5 million higher and 
gross encashments just over £10} million lower than they have 
been this year. The main factor in each case has been the 
steep rise in the rate of net withdrawals from Post Office 
Savings Bank accounts. These have amounted to some £27 
million so far this fiscal year, against not quite {£11 million in 
the corresponding period of 1948. Analysis of the figures 
suggests that the mounting cost of day-to-day living rather 
than reckless vacation spending is mainly to blame for this 
deterioration. More than half the excess of this year’s over 
last year’s deficit occurred in the first 13 weeks of the fiscal 
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year—before the holiday season was really under way. When 
Britain is back at work again, and the usual period of autumn 
surpluses comes round, some of this ground may be recovered, 
but the National Savings movement is likely to find it difficult 
to make even as much headway as it did last year. 


Trade and Commodities 


Unilevers’ Assets 


Sir Geoffrey Heyworth’s review at the Unilever meeting 
fell into four clear sections. In the first two, he was concerned 
with the problems of replacing fixed asscts and of maintaining 
stocks in a period of rising prices and high taxation. Sir 
Geoffrey presented a telling comparison between the traditional 
—and in this instance belated—British method of appointing a 
committee and the positive action which has been taken in 
other European countries to avoid the taxation of capital which 
appears dressed up as profits because legal or accounting con- 
ventions allow insufficient provision to be made for the replace- 
ment of fixed assets at higher prices. Holland, Belgium and 
France have in some measure taken remedial action. 


He declared, further, that the impairment of capital by the 
taxation of so-called profits on stocks has left “only a fraction 
of the amount necessary to finance the increase in the costs of 
industry’s stocks.” At the beginning of the war, the Govern- 
ment took over Unilever’s stocks of raw materials for margarine 
and seed-crushing at the then current price—{£1,800,000. Today 
those same physical stocks would cost £9,500,000. To cover 
this kind of dissipation of industry’s working capital, Sir 
Geoffrey suggested that profits set aside to stocks reserve should 
be free from tax—provided that the amount was reasonably 
proportionate to normal stock cover. France has, in fact, reduced 
the tax on such allocations to 15 per cent. In Canada, the 
Government handed back its stocks to industry, when control 
came to an end, and gave Unilever £300,000 as a reserve against 
higher price levels. In the United Kingdom, Unilever has 
been an agent for the Government, and not trading on its 
own account in margarine and seed-crushing. Therefore, it 
has made no profits on stocks from which to create reserves. 
The only complete solution, in this case, Sir Geoffrey urged, 
is that when the Government hands back its stocks the 
quantities originally taken over should be transferred at the 
original prices. 


* * x 


Sterling and Dollar Prices 


Sir Geoffrey then turned to bulk-buying. Here he 
narrowed the issue to a sitigle question. Which is the more 
satistactory method to both buyer and seller—many small daily 
transactions or a few large long-term ones? His view—and 
it is one which scarcely admits dispute—is that the advantage 
“is very heavily with having many small ones.” If the 
parties to the contract are governments, any dispute brings 
in questions of national prestige “so that the maximum of ill- 
will is generated for the minimum of reason.” As for 
the claim that bulk contracts produce stability, it is most 
unlikely ever to be true in oils and fats, for they can be 
substituted for each other on a very large scale. “ When the 
possibilities of obtaining stability are so very limited as they 
are in the case of oils and fats, they do not justify the risk of 
increasing international friction, which a continuation of bulk 
buying would involve.” 

This brought Sir Geoffrey to his fourth point—the growing 
division of the world into two separate hard and soft currency 
markets. Production of oils and fats in the world as a whole 
is now back to prewar levels, but population has increased, 
and consumption per head is likely to amount to 19} Ib. per 
head, compared with 21} Ib. per head before the war. There 
are wide variations between individual countries—consumption 
per head in the United States will be about 2 per cent lower 
than prewar, compared with a fall of about 13 per cent for 
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the rest of the world. But the most important sing tie 
about oils and fats is that there is no one market, . 
hard currency countries are markedly lower, because y 
shortage of dollars, and in soft currency countries 
higher, because of the concentration of sterling demang Upon 
them. Malayan copra costs £63 Ios. a ton c.if.; Philipg 
copra is £46 5s. a ton. Cotton or soya oil is £70 a ton in th 
United States; the cheapest sterling supplies cost 
Tallow costs £43 158, in the United States, but g1io iq 
Australia or New Zealand. Such differences are nor 
due to the distorting effect of British trade policy—there » 
other factors, such as the cessation of exports from Manchu 
and India and the development of synthetic detergents i, 
America which has reduced the demand for tallow, 

in the result, the dollar world has more than enough oils anj 
fats for its own requirements, while the rest of the world js 
short, and parts of it extremely short. Sir Geoffrey's op. 
clusion was to the point: “ Either we and the rest of the sof. 
currency world will have to go on putting up with shortages 
and controls, or else some way of unifying the world comme. 
cially will have to be found. 


* * * 


Compulsion or Co-operation for Wool? 


The timetable of discussion which had to precede the setting 
up of a Development Council for the wool textile industry hs 
run its statutory course, and there is—in form, at least—w 
place for further negotiation before the President of the Boa 
of Trade takes the final step. But the argument is not over; 
the wool textile industry, which has made a final appeal to tk 
President without any success, is as united and as outspoken 
as ever in its opposition. Consultation between any majr 
industry and the Government is nowadays elaborate, spreading 
widely over a number of subjects ; and the danger which aris: 
from a deadlock of this kind is that it will poison the whok 
relationship and impair co-operation over a field wider tha 
that of the deadlock itself. 


The chairman of one wool textile firm, Patons and Baldwia 
Limited, refers to the controversy in his statement circulatd 
with the company’s accounts. He recalls that the workig 
party report proposed an advisory body for the industry, ad 
emphasises that the word “ advisory ” was not merely academic 
ally used. This, he said, “ would conform to the traditions d 
the wool textile industry, which has never yet failed to delive 
the goods, whatever the emergency.” The employers feel tht 
a statutory body, once established—and however circumscribed 
its initial powers might be—could easily be vested with al 
the other powers set out in the Act; these include, as Mi 
Forrester-Paton observes, the power of “ undertaking” as wl 
as “ promotion,” dnd they imply, therefore, executive action, lt 
is for this reason that the wool textile employers want a volu 
tary joint advisory committee instead. 

Any attempt to impose a statutory body of this kind on th 
industry will result in forfeiting the good will of one of the parts 
in a scheme which, if it is going to prove successful, must bit 
the hearty co-operation of all concerned. 

Mr. Forrester-Paton’s remarks express what appears to be! 
unanimous view of the employers. They need to be tks 
seriously because the existing co-operation between the won 
textile industry and the Government rests at many vital poli 
on voluntary co-operation ; if a fundamental rift is allowed ® 
arise, the consequences will not easily be limited. 


x * * 


«“ Chartered’s ” Mineral Rights 


Agreement has been reached on the future of the mine 
rights of the British South Africa Company, following 
discussions at the Colonial Office to which reference was 
briefly last week. Subject to the approval both of 
in “Chartered” and of the Legislative Council of Nort 
Rhodesia, the agreement provides for the continued eno 
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by the company of its mineral rights in Northern Rhodesia 
for a further period of 37 years. On October 1, 1986, the 
company is to transfer its mineral rights to the Government 
free of charge. Meanwhile, from October 1, 1949, 20 per cent 
of the net revenue from its mineral rights in the colony is to 
be paid by “ Chartered” to the Northern Rhodesia Govern- 
ment (such payments to be regarded by the Government as an 
expense for the purpose of income tax). Further, the Govern- 
ment undertakes not to impose any special tax on royalties 
during the 37-year period. 

Considered in its political setting, this solution appears to 
be a reasonable compromise. At one time the views of the 
two principal parties seemed to be irreconcilable. Now 
“Chartered” has apparently chosen to compromise rather 
than run the risk of being presented with sterner exactions in 
the form of exhorbitant taxation or even expropriation. There 
is no denying that the agreement represents an eventual ex- 
tinction of contractual rights. That point needs to be made, 
not only because it has become far too easy to use political pres- 
sure to push established contracts aside, but also because the 
company is only now reaping a return for past enterprise. On 
the other hand, the people of Northern Rhodesia have not 
found it difficult to enlist sympathy for their claim to par- 
ticipate more fully in the profits of the flourishing mining 
industry. Their right to impose heavy taxation has un- 
doubtedly been the chief key to the door of “ Chartered’s” 
rentier interest in the industry. Sustained pressure for higher 
taxes has lately been rising to a pitch which would soon have 
demanded action. Although the proposal fer the paying over 
of 20 per cent of net mineral revenues for each year of 
“ Chartered’s ” remaining tenure is an onerous charge, it might 
conceivably have been pushed even higher. 

“ Chartered’s ” shareholders will now have to reckon on the 
fact that their return from the Rhodesian mineral rights will 
become 80 per cent of a variable but terminable annuity 
over a 37 years period. The immediate reaction of the Stock 
Exchange to the agreement was to mark the registered stock 
units of the company a shade higher ; further consideration 
may perhaps bring a different sort of adjustment. Share- 
holders may be comforted by the undertaking of the British 
Government to ensure that the agreement will not be infringed 
during its projected life ; but 37 years is a long time to bind 
a community which shows every sign of entering a period 
of vigorous growth. 


Coal Output in the Doldrums 


Coal output has entered the holiday period in which the 
real rate of progress towards the achievement of the year’s tasks 
is difficult to assess ; but it is an important period, because at 
this time of year the stocks for the winter have to be built up. 
Weekly output in the past two weeks has been depressed by 
holidays to about the normal extent for the time of year. 
Output last week was 2,580,700 tons (of which 169,400 was 
opencast). In the week ended July 30th it was 2,701,900 tons 
(of which 251,500 was opencast). Absenteeism rose in the last 
week of July to 14.53 per cent—well above the average of 12.44 
per cent for the first 30 weeks of the year, which in turn was 
well above the level of absenteeism (11.03 per cent) in the first 
30 weeks of 1948. “ Voluntary” absence, which had fallen 
below “involuntary” absence since the National Health 
Scheme came into force, has now for the moment risen above 
it ; health is better at this time of year, but the calls of leisure 
are stronger. It is worth noting that a rise in absenteeism 
brings about a fall in productivity among the workers who 
remain ; output per man-shift (all workers) fell in the last 
week of July to 1.05 tons, compared with an average of 1.15 
tons over the year so far.and of 1.10 tons in the first 30 weeks 
of 1948. When all possible allowance has been made for 
holidays, it is not possible to regard the state of the produc- 
tivity factors with complacency. 
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The Economic Survey estimated total coal Output for this 
year at between 215 and 220 million tons. The Min 
Fuel and Power said on July 26th that the rate so vm 
“much nearer the lower of the two figures,” and even this 
appears a little optimistic. Mr Gaitskell added at the tin: 
that deep-mined production was at an annual rate of 
million or six million tons more than last year, mi 
output in the first 31 weeks of this year amounted tg 
million tons, which is 3.3 million tons more than in the 
31 weeks of 1948. If opencast figures are added, the Pictur 
is not substantially changed ; total output in the first 31 
125.8 million tons, has then to be compared with 122.5 millin 
tons in the first 31 weeks of 1948. The lower of the two 
figures mentioned in the Economic Survey requires ‘am increay 
of 6} million tons over last year’s total output ; even to read 
115 million tons may require, therefore, another production 
effort in the autumn. 


* * *® 


Shipping and the Argentine Agreement 


Little movement of goods between Argentina and tk 
United Kingdom has yet begun under the provisions of th 
five-year agreement, but the agreement has caused shipownen 
to hope for some alleviation before long of the paralysis in th 
Plate trade, which has spread depression into most of th 
freight market. Owing to the almost complete absence ¢ 
homeward grain cargoes tramp ships taking occasional ou- 
ward cargoes of coal had forced up the rate from 2§s. to 4 
a ton in recent months. The better prospect of retum 
cargoes since the signing of the agreement has caused the mt: 
to ease again by about 7s. 6d. 


But chartering is still slow. Only about 266,000 tons wer 
shipped to Argentine during the first six months of 1949. Thi 
was little more than was shipped during the same period o 
1948 ; in the same period of 1947, freight cargoes to Argentim 
were negligible. During the next eleven months, accord 
to the agreement, 1,500,000 tons are to be shipped, and sin 
plenty of homeward grain cargoes should be available, freight 
rates for the outward voyage should revert to a more nom 
level. Much will depend, however, on the ability of t 
Argentine port authorities to avoid the port congestion whit 
has been experienced before. 


All branches of shipping can hope for something from th 
new agreement, even the tankers, since nearly 6,000,000 ttt 
of petroleum imports are contemplated. The large proporte 
of tankers now taking oil to Argentina is a notable featured 
recent shipping entries in the Plate. It is likely that tanks 
under the British flag will get some of this trade, although? 
cannot be assumed that they will get it all. Argentina ite! 
is building up a fleet of ocean-going tankers for the first tim 
Argentina has, in fact, nearly 250,000 tons gross of merch 
ships under construction at the moment, some of them taskel 
and some of them refrigerated cargo and passenger liners 
a high standard. Ships such as the President Peron, whit 
entered service last month, will be strong competitors of t 
British refrigerated cargo liners that have hithert» held alm 
a monopoly of the meat-carrying trade from the Plate. Di 
problems would certainly arise if the Argentine Governmeh 
which has a monopoly of Argentine shipping and port facilité 
were to resort to flag discrimination and other restrict 
practices in favour of its own new and expensive ships. 


* x * 


Colonial Sugar 


Talks on the future of the West Indian sugar indi 
have been conducted in London between the Colonial Of 
and representatives of the Jamaican Government and the’ 
Indian Sugar Association. At their conclusion, this week, 
Colonial Office announced that the Government intended * 
give efficient Commonwealth producers an assured matket 
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he Era of Papyrus 





Catia flourished in the days of ancient 
Rome. Commercial transactions even included the execution of 
Wills and the undertaking of trusts. The money changers con- 
ducted their business in the Forum, or market place, and set the 
stage for the growth of the four fundamental aspects of banking : 
the exchange, loan, custody and transmission of money. Sheets or 
rolls of papyrus, the paper-like material made from Egyptian sedge, 
contained the records, and the age of the modern cheque with its 
fugitive surface as a protection against fraud was many centuries 
distant. 

Nowadays, in addition to the ordinary business of banking 
Martins Bank has specialised departments which deal with Executor 
and Trustee work, particulars of which may be obtained at any 
branch of the Bank. 


MARTINS BANK 


LIMITED 
LIVERPOOL, LONDON & 600 BRANCHES 
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COMPLETE WORLD-WIDE — 
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‘THE 
STANDARD BANK 
OF SOUTH AFRICA  umitep 


Bankers to the Imperial Government in South Africa and to the Governments 
of Southern Rhodesia, Northern Rhodesia, Nyasaland and Tanganyika 


Capital Authorised and Subscribed - 
Capital Paid-up - - - - - 
Reserve Fund = + = = «© 


£10,000,000 
£5,000,000 
£5,000,000 


10 CLEMENTS LANE, LOMBARD STREET and 
77 KING WILLIAM STREET, LONDON, E.C.4 


LONDON WALL  Branch—63 London Wall £.C.2. 
WEST END Branch—9 Northumberland Avenue W.C.2 
NEW YORK Agency—67 Wall Street 
HAMBURG AGENCY—Speersort, 6 


BRANCHES THROUGHOUT THE UNION OF SOUTH AFRICA. 

SOUTH-WEST AFRICA, SOUTHERN AND NORTHERN 

RHODESIA, NYASALAND, KENYA, UGANDA, TANGANYIKA, 
ZANZIBAR AND PORTUGUESE EAST AFRICA 


Banking Business of every description transacted 
at all Branches and Agencies. 
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With the immense strength of its com- 
bined resources and experience, the 
Three Banks Group is exceptionally 
well-equipped to fulfil the many varied 
functions of a modern Banking Service. 
Although the Group serves the interests 
of many large and important concerns, 
it is careful to preserve the personal 
touch that has been a tradition of each 


of its members during two centuries. 


ROYAL BANK OF SCOTLAND 
Founded 1727 Edinburgh, London and Branches 
GLYN, MILLS & CO. 
Founded 1753 London 
WILLIAMS DEACON’S BANK LIMITED 
Founded 1771 Manchester, Londonand Branches 
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I’ IS UNWISE to carry too much loose money when 
you travel. 

If you have a current account with Lloyds Bank, 
arrangements can be made for you to draw upon 
it at the Bank’s Branches and Agents throughout the 
British Isles. 

If you wish to travel abroad, our Managers can 
tell you the amount of money which may be taken 
and, as exchange regulations allow, provide con- 
venient means of drawing funds all over the world. 


Le LLOYDS BANK 
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agreed quantities of sugar at reasonable prices. Prices would 
be negotiated with the producers, but before these arrange- 
ments could be completed, other Commonwealth producers 
would have to be consulted. This further series of talks is 
expected to be held in autumn. | 


Long-term contracts could play an important role in develop- 
ing sugar production in the sterling area and in assuring 
economic stability in those colonies which depend on sugar as 
their main export. Hitherto, the world price for sugar has 
been dictated by the amount of Cuban supplies available for 
the “ free market,” that is, for countries other than the United 
States, where Cuban sugar enjoyed, and still enjoys, a par- 
ticularly high preference. Owing to this preference Cuba 
could afford to sell on the “free market” at a much lower 
price than would otherwise have been possible, and occasionally 
caused hardship to other exporters in the West Indies, which 
did not enjoy a similar advantage. 


The agenda for the autumn talks will no doubt include the 
question of bringing into force the prewar international sugar 
scheme. But the West Indies could legitimately claim that 
the marketing of their sugar has social and political implica- 
tions, as well as its economic aspects. They may feel that, 
for their purposes, a long-term contract, with suitable safe- 
guards, would be more valuable than an international agree- 
ment. 


a * * 


Problems in Rubber 


The price of rubber in London continues under 1o}d. 
a Ilb., much to the consternation of producers in Malaya. The 
gross trading profit of 10g rubber producing companies which 
issued their reports in the June quarter rose to {2,826,000 
compared with £2,149,000 in the previous year, bur the average 
price for 1948 was a shade under 1s. 1d. a Ib. compared with an 
average of Is. od. in 1947. For the first six months of 1949 
the price of rubber in London has averaged only 11d. a Ib., 
and at present there is no likely prospect of any sustained rise 





Woritp RussBer SuPPLIES 
(long tons) 


June, Jan.-June, 
| =: ! 1949 
Natural Rubber :— . 
DIG. «é ShdbeRee caeaD aes bag. Ce eageocbin< os 717,500 700,000 
Consumption 689,000 732,500 
Stocks*. ... + $52,500 680,000 
Symthetic Rubber :— 
REN Site Sin. Salinas siehinniebacnwnececavae 270,537 | 235,000 
SOURED Sn. . <b.0. Cavaapueweesyssetucboreeue 242,500 237,500 
RD, «sins i> - path dae dee ede tenroddi aewhhsens | 102,500 120,000 


* At end of period. 
Source : Secretariat of the Rubber Study Group. 
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—unless the Washington talks next month yield unexpectedly 
favourable results for Britain. Under present conditions a 
shilling a pound for rubber could only be maintained artificially, 
and certainly not for any length of time. 


Since April, world production of natural rubber has been 
below last year’s level, and for the first half of 1949 it totalled 
700,000 tons compared with 717,500 tons in the corresponding 
period of 1948. Consumption, however, has apparently in- 
creased from 680,000 tons a year ago to 732,000 tons. During 
the first half of 1948 the price for rubber tended to rise, and 
the average for June last year on the London market was 
Is. 2d. a lb. This year the price has been falling, and. the 
average for June was only rojd. a Ib. This discrepancy 
between the comparative production and consumption statistics 
for the two periods and the trends in market prices is probably 
explained, in part at least, by the fact that the consumption 
figures do not include American stockpile purchases. 


Tf this is the explanation, it shows very clearly how im- 
portant stockpiling purchases are for the rubber market. But . 
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rubber producers cannot base their future prosperity ON such 
temporary support. Even though natural rubber ig gb 
14 cents a Ib. cheaper than general purpose synthetic | 
American manufacturers are apparently not anxious to switch 
to the natural product. But at what price would they be 
tempted to make such a switch? Is it true, as 
producers claim, that: this inflexibility is due to the existence 
of a legally enforced minimum consumption of sym 
rubber, so that price considerations have little or no effect ) 
Malaya admittedly has urgent political problems on its hands 
but before it can convince the world of its case for free com. 
petition for natural rubber in the United States, it will hay 
to go further towards reducing its production costs, 


* * * 


Dollars and Tobacco 


When Sir Stafford Cripps announced last month a gy 
of 25 per cent in dollar expenditures, he added that this woul 
mean reducing the $110 million originally provided fy 
tobacco purchases from the United States by $20 million, Thi 
reduced figure of $90 million, however, is appreciably larga 
than the $76 million spent on American tobacco in 19% 
Nevertheless, Sir Stafford stated that in due course this would 
mean a reduction in supplies of cigarettes of “ probably aot 
more than 5 per cent.” Consumption last year averaged 
17.8 million Ib. a month, which was § per cent smaller thu 
in 1947 and 15 per cent less than in the peak year of 196 
But during this period although total imports of tobacco 
declined slightly (supplies from the United States, of cours, 
declined quite sharply), stocks of all growths of tobacco in- 
creased ; at the end of 1948, they amounted to 391 million-b. 
compared with 384 million Ib. twelve months earlier. Duriy 
the first five months of this year, there was a seasonal fall in 
stocks though at the end of May they were still 9,000,000 Ib. 
larger than at the end of May, 1948. 


The amount of tobacco which British manufacturers cn 
buy with their allotment of dollars will depend on the levi 
of prices at the auctions which opened towards the end d 
July. Opening prices this year were slightly higher than it 
1948. But even if, as tobacco producers believe, this new levd 
of prices were to be maintained throughout the sales, it would 
seem that Britain could still buy about 15 per cent mor 
tobacco from the United States than im the previous seasoa 
This increase would represent between 20 and 25 million lb, 
but that would not mean any increase in consumption in thé 
country. 


No separate figures for stocks of American leaf held i 
Britain are published, but it is clear that they must have best 
seriously depleted during the past year. In 1948 imports d 
tobacco from the United States fell by nearly 15 per cat 
whereas tobacco consumption declined by only § per cent 
Supplies of flue-cured virginia leaf from other sources are 0a 
yet large enough, given the current rate of consumption if 
this country, materially to offset the reduction in Ament 
supplies, If in fact an extra 25 million Ib. of American kd 
is purchased this year, it may just be possible to mainuil 
consumption and to make some slight replenishment of stocks 


x x x 


Should Minerals be Nationalised ? 


In 1946, Mr Shinwell appointed a Committee to enquit 
into the resources of minetals in the United Kingdom (apis 
from coal, oil and ironstone) and to make recommendato@ 
about their future development. Its report shows that pi 
duction of metalliferous minerals is small, and that prospeci™ 
resources would generally provide Jess than ten years’ outpal 
the 1947 rate. Supplies of the nof-metalliferous minerals cove. 
domestic consumption fully (they also provide in some 
such as china clay and salt an important surplus for cspe™ 
and resources generally are sufficient to cover more tat™ 
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» consumption. This contrast between the two classes 
of minerals is brought out in detail in the report, which 
needs, of course, to be read in the light of the intention of the 
Labour Party, if re-elected, to place “all suitable minerals” 
under public ownership. 

The Committee comes down in favour of nationalisation 
(subject to reservations by Mr Peter Thorneycroft, M.P.). It 
reaches this conclusion on several grounds. First the report 
argues that “exploration in future will have to be planned 
on thoroughly scientific lines . . it will take longer, be more 
costly, and the risk therefore correspondingly greater.” Sub- 
sidies or tax concessions are dismissed because they would 
encourage “a short-term outlook with too much emphasis on 
production ”—a somewhat surprising objection. Secondly, 
“mining has to face inherent risks ” both technical and econo- 
mic. In principle, it holds, “ there should be no conflict between 
the desire of the nation, having the ownership of the minerals, 
to secure efficient development and proper utilisation, and of 
private enterprise to extract the minerals at a profit.” But 
in practice, the report concludes, the Government would need 
powers to prevent unsound flotations, to approve plans, to 
secure amalgamations, to provide capital and to contract for 
the purchase of output. 

From this line of argument, the conclusion to nationalise 
these minerals follows inevitably. They would be under the 
care of a Mineral Development Commission, in which property 
in minerals could be vested. The proposed duties of this 
Commission and its relations with Government departments 
are outlined in great detail, much of it open to question. 
There are two broad issues which need to be raised. Would 
such a Commission do better than private ownership and 
exploitation? To that, the report provides no conclusive 
answer, for the risks in mining are present under any form 
of organisation. Secondly, how much is it worth paying 
secure the “co-ordinated, orderly, and economic develop- 
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ment” of domestic minerals? References to “insurance 
against the future” and “ guaranteed minimum prices” have 
an ominous ring, for nowhere are they brought down to the 
crude realities of pounds, shillings and pence. To start with 
the cushion of a subsidy—which the Report openly proposes— 
would not be the best way of setting the Commission on 
the road to efficient production 


x * x 


Softwood and Housing 


A month ago Sir Stafford Cripps announced that dollar 
imports of timber “will have to be cut substantially, but 
we hope we may be able, by further purchases from non- 
dollar areas and otherwise, to carry through the housing pro- 
gramme without any substantial alteration.” This statement 
was received with some surprise at the time. Timber imports 
have been cut “ substantially ” before to satisfy a dollar crisis, 
but then the burden of the housing programme could be borne 
by a reduction of stocks. These have declined drastically since 
the end of 1947. The accompanying table, taken from the latest 
housing return, shows the extent of the deterioration in supplies 
of softwood in the past two years. The figures cover all quali- 
ties and dimensions of softwood, though only certain types are 
used in building. 

Total imports of softwood have been sharply cut from 
118,000 standards a month in 1947 to 85,000 standards in 
1948 and further to 57,000 standards in the first half of this 
year. North American supplies tend to arrive in Britain 
between January and June, while European supplies come 
in the second half of the year. The average monthly import 
for the whole of 1949 is therefore likely to be larger than 
57,000 standards. 

The conclusion of the new contract with Russia, announced 
this week, will mean an additional 100,000 standards, which 
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is expected to leave northern Russian ports before the end of 
autumn. Last year the Soviet Union sent a total of only 
23,000 standards. Although the price has not been disclosed, 
it is said to be lower than that agreed to in 1948. But this 
additional quantity will do no more than offset the already 
reduced imports from North America, and even without the 


Unitep Kencpom SupPLies OF SOFTWOOD 
(Monthly Averages—in Standards) 


oo - —————— ee 




















1949 
1935-38} 1946 1947 1948 dis’ | " ‘ 
Jan.- pril- 
Mar. | June 
aie ee e 
mports :—~ 
MEE SoseashsectCeaes 33,522 | 29,256 | 42,175 22,087 | 9,377 16,107 
AM... scart uma ch «<008s8 5,814 5,084 | 15,951; 5,540 1,732 269 
ULS.S.R. and Baltix seh 46,205 1,057 575 | 1,930 1,696 | 53OT 
Finland..............04. 47,124 | 91137 | 15,451 | 13,023 | 1.973 | 8,870 
Se eae ye 35,176 | 18,517 | 17,177 17,509 “< ; 10,825 
Se oe oct Pelee ce 2,634 9 28 ode | ie 
RRL nwo ay code cte'asad 14,782 | __... | | 2,603 | 3,595 gil 
DOME 5520. ticsceabes 85 5,063 | 26,884 | 16,457 | 12,407 10,918 
Crechoslovakia, Jugoslavia | 2,410 
and Rumania 746 2,035 6,263 | 12,854 | 13,773 
Other countries ......... 562 | | 


Gera’ 222557, 50543 186,284 | 66,649 | 118,240 | 85,412 | 51,524 | 61,880 
i | 8101 | 5,540 | 5,420) 5451 | 5.616t 


9 ern een me EE 





| } =| . 
Total available .......... | } 74,750 | 125,780 | 90,8352 | 56,955 | 67,496F 


—_—- —— ee SS ij -_ t oe - 

Stocks at end of period :— { | 
Beamasteth wives + <seee eeds ws 205,000 | 606,820 | 457,446 | 314,982 | 174,250t 
Home-produced.......... sin 9,480 8,104 8,754 | 9,621 | 8,574+ 


ar. | 614,924 1 966,290 524,603 | 182,624f 
| | 


WL 64évasewisaséan 
Source : Housing Return for England and Wales (Cmd. 7753) 
* Includes imports of roundwood logs of pine, spruce, etc. ¢ estimated. 





“ substantial cut” in supplies from dollar sources, the chances 
that imports will reach last year’s figure (which in any case 
was low) are slender. 

At the end of 1947 stocks amounted to 615,000 standards ; 
they declined to 466,000 standards by the end of 1948; by 
the end of June they amounted to only 183,000 standards. The 
June figure represents a seasonal minimum, but at the end 
of June, 1948, stocks totalled 412,000 standards. Thus in 
twelve months stocks have been more than halved. On the 
basis of these figures it seems hard to believe that the housing 
programme can be carried through—at any rate not without a 
savage reduction in the amount of softwood consumed in other 
uses. 


* x a 


Realities from the Rand 


The enthusiasm of speculators in gold shares, particularly 
Kaffir producing mines, appears to be waning slightly now that 
hopes of an early devaluation of the pound seem to have 
receded. Their interest has this week been galvanised largely 
on “ Mid-Wits” and “ Geoffries” following the latest out- 
standingly good assay values from the latter’s T’'V2 borehole. 
But apart from the absence of devaluation, the Rand itself has 
recently provided some additional reasons for caution. The 
omission of the 2} per cent bonus by “ Johnnies” for the year 
to June 30, 1949, was a reminder that the investment merits of 
companies operating on the Rand will ultimately be judged on 
earnings. Though in this case a comparison of profits with the 
previous year is vitiated by the change made in the method 
of valuing investments, there appears to have been a true fall 
in profits from £1,484,331 to £1,138,749. This decline may 
reflect a deterioration in earnings from the group’s property, 
industrial and diamond interests as well as from share dealings 
and gold mining. None the less some of the Rand finance 
houses have been brighter this week than of late. 


The fall in revenue from South African gold mines has con- 
tinued in the first six months of 1949, according to the Jatest 
returns of the South African Chamber of Mines. The output 
of gold fell to 5,738,966 ounces compared with 5,821,649 ounces 
in the corresponding period of 1948, and costs rose by 2d. per 
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ton milled. While a higher gold price would Certainly stim, 
late production, the prospect for cost reductions cannot bs 
rated very highly. There have recently been further sign 
that the Mine Workers’ Union will in any case PLES thei 
claim for substantially higher wages and this move would b- 
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Gotp SHARE PRICES 

1947-49 ie tG8 : 
Company and Share eh i \ ie July tis ry 
Denomination ¥ ; . 

High | Low 1949 | 1949 | 1949 | 1949 | 19% 
pe werreaet Me] eee ee oe ee —— 
“Financial Times” Gold | | | 

Share Index (Oct. 15, | | | | 


1926-190) ..... OTs | 135-2 | 86-22 | 86-22 | 103-65 107-06 1-10 Dip 


Producing Mines 


35/7 37/- 43/9 


| 
Biyvooruitvicht, 2s. 64. ... | 213/ + | 459 48/- wy. 
Brakpan, 5s... -..-..-.+++ | 19/3 | 10/4 | 10/9 | 13/9 | 14/9 | 15/9) yy 
Daggafontein, 5s.......... | 85/- 43/9 | SUS | 69/45 73/- | 739 rn] 
East Geduld, {1.......... | oo 1% | T% | 8 | Ob | Me bg 
Luipaards Vlet, 2s......... | 25/9 16/6 | 16/9 22/6 24/6 | 25/9 
Ashanti Goldfields, 4s. .... | 60/6 | 34/- | 35/- | 39/3 | 393 | any a 
Bibiani (1927), 4s......... | 30/6 13/3 15, 104, lo/- | 143 | Ke) my 
OFS Issues | 
Middlewitwatersrand, 2s. 6d.| 38/3 | 20/9 | 24/3 27/3 23/9 32/- | M- 
Free State Geduld, 5s. .... | 66/3 | 47/6 | 50/9 | 62/6 | 59% | To/- | we 
| | | 
Finance Houses | | } | 
Afcican and European, 10s. | 202/6* | 42/6f| 45/- 58/9 | 66/3 | Ty3) TH 
Consolidated Goldfields, fl 80/75 47/6 48/9 58/9 61/3 65/- | 9 
Union Corporation, 12s. 6d.) 15° | 9 | 9% | 11g | llg | Mp | mg 
Johannesburg Cons. Invest., | | j 
Pha cary ko. ts.) | 5 | 676 | 75/- | 85/- | o0- | 9x9} 
i ! i | } 
* {1 shares. t 10/- shares. 
* 


i 


difficult to resist, especially in the event of devaluation. Mor. 
over, the Rand Labour Commission is due to publish is 
report in the coming months. Its recommendations may wel 
involve additions to gold mining costs, for it is expected b 
suggest improvements in mining conditions in order to stp 
the drift of labour from the mines. 


Shorter Notes 


Steel output in July was restricted by holidays, and ws 
below the average rate of output of the first six months d 
the year. The average weekly output of steel ingots ad 
castings in July, 244,100 tons, is equivalent to an annual me 
of output of 12,695,000 tons; this compares with an annul 
equivalent of 15.9 million tons in the second quarter of 19} 
It does, however, show an improvement over July, 1948, wha 
the weekly average was 232,400 tons. Weekly output d 
pig-iron in July was 171,300 tons, equivalent to an annual mt 
of output of 9.2 million tons. 


x 


During July, Britain transferred £4,495,000 of gold © 
Belgium and £2,804,000 to Switzerland against £6,790,000 ai 
£1,619,000 respectively in June. Gold losses to Belgium ® 
the first seven months of this year have now reached fii 
million and losses to Switzerland £9 million. The Bizone# 
July transferred £503,000 of gold to Britain, reflecting the fist 
benefits of the various new payments arrangements with weste® 
Germany. 


A new company, Tate and Lyle Investments, has be 
registered with an initial capital of {100 in 5s. shares. 
objects of the company are to acquire from Tate and Lyk 
certain investments with the intention of carrying on the bi 
ness of an investment trust. Members of the board of the ® 
company are composed of directors of Tate and Lyle. bc 
details of the scheme for segregating the investment 35%" 
Tate and Lyle which will require the approval of — 
are expected shortly. The background to this move wad 
cussed in a note in The Economist of July 23rd. 
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COMPANY. MEETINGS 
p81 nel 


LEVER BROTHERS & UNILEVER LIMITED 


HIGH REPLACEMENT COST OF FIXED ASSETS 
INADEQUATE GOVERNMENT ALLOWANCE 

OIL AND FAT SUPPLIES: WORLD POSITION 

SIR GEOFFREY HEYWORTH ON BULK BUYING 


ual general meeting of the 
een ever Brothers & Unilever 
Limited, was held, on August I]th at _The 
yall of the Chartered Insurance Institute, 


3), Aldermanbury, London, E.C.2. Sir 
Geofirey Heyworth presided. 
Before commencing the business the 


members present stood in silence as a tribute 
io the memory of the late Governor, The Rt. 
Hoo, William Hulme, the Viscount Lever- 


- bulme. 


Addressing the meeting the chairman 


aid:— 
It has been my custom at these meetings 


centre my speech on some major question 


which is of interest both to us as a company 
and to the wider public outside. This year, 


- however, I have decided not to concentrate 


on any one point, but to discuss four separate 


issues. 


The first is a review of such action as has 
been taken by governments to meet the diffi- 
culties we are facing in making adequate 
provision for the replacement of fixed assets. 


Second, I should like to discuss the related, 
end in some ways more difficult, problem of 
making it possible for industry to replace its 


> stocks at high prices, and to carry the risks 
© of loss involved in those high prices, without 
| dissipating its capital 


Third, I should like to make a few 
observations on bulk buying in the form in 
which it is now being conducted. 

Fourth, and finally, I should like to bring 
you up to date on the supply position in oils 
and fats. This involves a discussion of the 
problems which are raised for us and for the 
world at large by the present division of the 
world into two trading areas with differing 
price levels, and the urgent necessity of find- 
ing some way by which the world can once 
mere be made economically one. 


REPLACEMENT OF FIXED ASSETS 


Over the last year the realisation has been 
‘reading that if proper allowances are not 

de for the replacement of fixed assets, the 
“pital of industry is bound to be depleted 
by being drawn on to provide what is in 

a subsidy to our standards of living. 

The argument is now usually accepted, 
but governments are still reluctant to face 
the immediate loss of revenue which would 
be an in taking effective action. Some- 
thing has, however, been done. 


pat Great Britain the Chancellor of the 
quer has doubled the initial allowance 
® plant and machinery ; of course, this does 
‘ot in the long run relieve industry of its 

that of finding the extra money 
ued 10 replace existing fixed assets, It 


» Only an interest-free loan, whose 


; Chancellor’s 
jPontment $ a Committee to on into 
Jet computing net trade profits 
{or income tax and profits tax purposes. The 
industry Welcomes recommendations from 
due and I have every hope that it will in 
Course be recognised that the nation 


cannot be economically healthy unless the 
wear and tear undergone by the nation’s 
asseis each year is provided for. Enough must 
be put aside each year to replace them in 
real terms, and not just in arbitrary money 
terms based on an original cost of historical 
interest. 


HOLLAND, BELGIUM AND FRANCE 


The Dutch Minister of Finance’s new Tax 
Revision Bill is a courageous acceptance of 
the principle that it is proper to permit the 
revaluation of assets for depreciation purposes 
when prices have risen even though there has 
been no formal devaluation of the currency. 

In view of the great importance of the 
principle of this Bill, it is regrettable that the 
detailed provisions place so close a limitation 
in practice on the relief proposed. In par- 
tcular, buildings are not included, and the 
only assets whose book value may be doubled 
are those held before December 31, 1941, 
where the book value after years of writing 
down is now very small. Under certain cir- 
cumstances, moreover, the reserve thus 
created may be liable to tax in the future. 
Such limiting provisions obviously greatly 
reduce the practical effectiveness of the Bill. 
I hope, therefore, that the Minister may yet 
see his way to liberalising it still further. 


The action taken in Belgium and France 
has gone nearest to the root of the problem. 
The need for conserving the resources of 
industry has long been recognised there. In 
Belgium in 1947 regulations which were 
fairly satisfactory were made permitting the 
revaluation of fixed assets. In France two 
further measures have been taken in the 
course of the past year. A revaluation of 
fixed assets to meet the latest devaluation of 
the franc has been permitted and tax reliefs 
have been given to make it easier to incor- 
porate the surplus on the revaluation of fixed 


_ assets in a company’s share capital. 


STOCKS 


The basic problem with stocks, as with 
fixed assets, is the conservation of one’s 
capacity to do a given volume of business ; 
one does not maintain one’s business if 
physical volume goes down, even if monetary 
value has gone up; and to maintain a given 
volume of business there is required not only 
a certain amount of fixed assets, but also a 
certain cover of stocks. When prices go up, 
the value of the quantity of stocks held must 
be adjusted to the new price level, or the 
money they bring in will not be adequate to 
provide for their replacement at the new 
higher prices. Good business practice, which 
bases the selling price of the finished article 
on the replacement prices and not on the 
original cost of raw materials, does in fact 
provide the money required to permit the 

uantity of stocks to remain unchanged. 

is is true both when the market is rising 
and when it is falling. 


In normal times, when taxes were lower, 
this method enabled industry to overcome 
most of its difficulty. The balances which 
accumulated when replacement prices were 
charged on a rising market ena an 
unchanging volume of stocks to be fimanced 
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at higher prices, thus satisfying the basic 
need of industry to keep its working capital 
intact. These balances also provided a 
reserve which could be released to meet 
a losses were the market to begin 
to fall. 


EFFECT OF GOVERNMENT ACTION 


Over the last ten years, however, Govern- 
ment action has prevented this self-correcting 
system from functioning. Sometimes industry 
has been compelled to charge prices to the 
consumer based on original costs of raw 
materials, thus giving the consumer a subsidy 
at the expense of industry’s working capital. 
Sometimes, industry was permitted to follow 
its normal practice of charging replacement 
prices, but it was not recognised that the 
resultant profits should be distinguished from 
ordinary profits in as much as they were 
necessary to enable industry to fimance the 
same quantities of stocks as before and thus 
to keep its capital intact. They were instead 
taxed away at rates so penal, particularly 
during the period when excess profits tax 
was in force, that only a fraction of the 
amount necessary to finance the increase in 
the costs of industry’s stocks remained. 

The clearest case of all of the risk of 
permanent impairment of its capital which 
industry is being forced to run is where 
government at the beginning of the war 
simply took over industry’s stocks. The 
stocks thus taken over were paid for at the 
then price, but when buying of raw materials 
is once more handed back to industry—as I 
assume that one day it will be—governments 
may wish to be paid for the stocks they hand 
over at the current price, How large an 
impairment of real capital this would involve 
can be shown from what would happen if 
the United Kingdom Government were to 
take that line. For our margarine and seed- 
crushing stocks which the British Govern- 
ment took over at the beginning of the war 
they paid us £1,800,000. The same stocks 
would today cost £9,500,000. 


CHANGE IN TAX POLICY ESSENTIAL 


A change in Governmental taxation policy 
to prevent the dissipation of industry’s capital 
is therefore just as essential for stocks as for 
fixed assets. So far as stocks are concerned, 
the best method might be to free from tax 
profits put aside to stock reserve, provided 
the amount is in reasonable proportion to a 
normal stock cover. France has set an 
example by reducing the tax on such alloca- 
tions to reserve to 15 per cent. It is 
unfortunate that Hclland, which since 1947 
has permitted the creation of limited reserves 
tax-free—the size of which is partly depen- 
dent on the size of stocks—is now proposing 
to abolish this concession. 


In Canada where industry was not per- 
mitted to make stock profits, the Govern- 
ment, when taking off control in 194% and 
handing over its stocks to industry, recog- 
nised that some reserve must be made against 
the higher price levels, and in our own case 
gave us £300,000. 


In the United Kingdom, in those cases 
where industry has not been doing the trad- 
ing, and has not made the profits on stock 
from which to create reserves, the only com- 
plete solution is that when Government 
hands back its stocks to industry, the quan- 
tities originally taken should be handed back 
at the original take-over price. 


BULK BUYING 


I now turn to bulk buying—by which I 
mean buying through a few vast long-term 
transactions rather than many small ones. 
I do not, therefore, include buying by 
government in the market in the 
way, as was the regular practice of the Oils 
and Fats Division of the British Ministry of 
Food in the early days of the war, and as is 
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still the practice of the Dutch Ministry of 
Food 


It seems to me that the critics of this type 
of buying have laid too much stress upon 
the fact that bulk purchases are in many cases 
today showing losses on existing market 
prices ; thar is in fact inevitable since any 
sort of buying will produce inventory losses 
on a falling market, just as it will produce 
profits on a rising market. Doubtless at the 
beginning of the war governments which 
bought in bulk made money, and doubtless 
it was then public opinion in the selling 
countries which was critical. 


The real issue, therefore, is not who has 
the best of the deal, since normally it is 
desirable that both parties to a contract 
should be satisfied. The point to be 
examined is which is the more satisfactory 
method for both sides—many small daily 
transactions or a few large long-term ones— 
and I think that the advantage is very heavily 
with having many small ones. Before a large 
long-term contract is fulfilled, the general 
market price is almost certain either to go 
up, thus discontenting the seller and possibly 
leading him to default in his contract, or 
to go down, thus discontenting the buyer and 
possibly leading him to try to avoid taking 
delivery. 


GRAVE DISSATISFACTION CAUSED 


Bulk buying is therefore inherently liable 
to lead to grave dissatisfaction—on one side 
or the other—before the contract is finished, 
particularly because the very size of the trans- 
action means that any mis-judgment must 
involve a very large error, and a man’s 
liability to make mistakes is not diminished 
because he is doing his buying in larger 
quantities and over a longer time. The re- 
sultant disputes can lead to no permanent 
damage if they occur between private indi- 
viduals or firms—they can always get their 
quarrels settled by the appropriate court. 
But if the. parties to the contract are govern- 
ments no court has jurisdiction and arbitra- 
tion is unsatisfactory ; any dispute brings in 
questions of national prestige so that the 
maximum of international ill-will is gene- 
rated for the minimum of reason. The 
capacity of bulk buying to produce inter- 
national friction has indeed now spread even 
to the preliminary negotiations over the con- 
tract’s terms. The businessman can change 
his view of the appropriate price overnight, 
but a government may feel itself committed 
by the public statement of a Minister or a 
well-informed leak in a newspaper, and when 
the other government does not give way to 
its views it may feel that its whole position 
in its Own country is imperilled. 


QUESTION OF STABILITY 


The most powerful argument usually put 
forward in favour of bulk contracts is that 
they produce stability, though recent experi- 
ence, for example with metals in the U.K., 
suggests that this is by no means always true. 
It is certainly most unlikely ever to be true 
in the oils and fats market, since oils and 
fats can be substituted for each other on a 
very large scale. so that it would not be 
enough to have bulk contracts or buffer 
stocks covering only one or two varieties. 
It would be very difficult, moreover, so to 
expand bulk buying that it covered all pos- 
sible types, since in the case of oils and fats 
quite large quantities are by-products and not 
produced primarily for their own sake for ex- 
ample, lard, tallow and cotton seed. Further, 
many oils and fats are derived from wild 
crops—for example, the palm products of 
West Africa and part of the copra from the 
Far East and South Seas—and here the 
amounts which any given price will tempt 
on to the market are somewt.at unpredictable. 
It may be that with other crops where substi- 
tution is not so important, ¢.g., wheat, there 
is a case for a guarantee to the producer in 


order to give him the security he desires, but: 


even then such an arrangement need not be 
coupled with a bulk buying policy. Certainly 
when the possibilities of attaining stability are 
so very limited as they cre in the case of 
oils and fats, they do not justify the risk of 
increasing international friction, which a con- 
tinuation of bulk buying would involve. 


THE SUPPLY OF OILS AND FATS AND THE 
UNIFICATION OF MARKETS 


I now turn to the supply of oils and fats 
in general, where the most rotable develop- 
ment since I spoke to you two years ago has 
been the hardening of the division of the 
market into two—a hard currency market and 
a soft currency market. 


I should like to begin by bringing you up 
to date on the figures. I said in 1947 that an 
increase in supplies of oils and fats of 
4,000,000 tons would be needed to give the 
world the same consurrption per head as 
before the war. I estimated that 2,500,000 
tons (it turned out to be 2,000,000 tons) were 
accounted for by the drop in production as 
against prewar, and the rest was the result 
of the 8 per cent. increase in population 
which had occurred. 

The main reason for the drop in supplies 
was the war with its destruction of livestock 
in Europe and devastation and neglect of 
some of the main producing areas in the East. 
Since 1947 there has been a considerable 
recovery, though it is still by no means com- 
plete, and the table gives the main figures. 


Av. ot 

1934 38 1947 1948 1%9 
(In metric tons) 

Paimoilexports 171,000 Negligible 40,000 120,000 

Copra & coco 


Indonesia :— 


nut oil exports 
(as oil) ..... 318,000 128,000 218,000 240,000 
Malaya :— 
Palm oif and 
coconut — oil 


exports = (as 
Oe sieve 129,000 57,000 76,000 110,000 
Europe :— 
Production — of 
butter & lacd 2,400,000 1,300,000 1,500,000 1,700,000 
Production — of 
rapeseed (as 
OP eet 70,000 80,000 130,000 140,000 
GROWTH OF POPULATION 


For the world as a _ whole though 
production is mow back to prewar, it 
has not yet increased sufficiently to take 
care of the growth in population § since 
1939, as the figures of supplies available per 
capita show. Piewar there were 21; Ib. 
available per head, in 1947 there were only 
18 lb. ; last year this had risen to 19 lb. ; 
this year we estimate it will be 19} lb. These 
are average figures, and conceal wide varia- 
tions between individual countries. For 
example, consumption per person in 1949 
in the United States and Canada is likely to 
be only about 2 per cent. down on prewar, 
whereas in the rest of the world the drop 
may be in the region of 13 per cent. And, 
since most of world production stays in the 
country where it is produced, there can be 
no guarantee that increases in supplies will 
benefit the worst off countries. 


Incidentally, there has been a change in 
world consumption habits which affects us as 
margarine producers to a very large extent. 

ing to full employment, and government 
schemes for free or subsidised milk, more 
milk is being drunk liquid instead of being 
made into butter, and thus the need for mar- 
arine has been increased. In the United 
tates, for example, the amount of butter has 
dropped from 985,000 tons prewar to 
678,000 tons in 1948. And the production 
of margarine has gone up correspondingly 
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from 169,000 tons to 411 


. . ’ 
this increase in margarine 


itself helped to make possibie oo 
production of milk which has = 
recent years, for it is the margatne inion 
need ae oils which maxes ayaj th 
oil cakes which are one of the stand, 
of the milk producer. _ 


NO ONE MARKET 


The most important point about 
present world oils and fats position, hower= 
is that there is no one market. Prices jy, 
according to the hardness of the countr’, 
currency, and according to whether it has 
surplus for export or not. 

I pointed this out in 1947, but at that tin 
exports from the United States were op, 
trolled, and it cou'd be argued that the m 
prices were the result of the artificial dive. 
sion of European demand from the Americ 
to other markets. This export control jy 
now been abandoned, and 11 has thus 
clear that the real difficulty is the lack of bx; 
currency of so many of the impor: 
countries. The effect on prices is strikin, 
Malayan copra, which is sterling, is £63 Ik 
a ton c.i.f.; Philippine copra, which has oy 
paid for in hard currency, is £46 5s. am 
c.i.f. Soya oil in the U.S. is about £70am 
the cheapest liquid oil in the sterling are; 
£135 a ton. The most striking exampk j 
tallow. In the U.S. it costs about {# 
a ton; the U.K. pays £110 a ton & 
Australian and New Zealand tallow. 


This position is partly a result of the wz 
which on the one hand induced the US 
greatly to increase its production since » 
many outside sources of supply were cut d 
while on the other hand, it very heavily rc 
duced the production of the soft curren 
areas. It is also partly the result of t 
virtual disappearance as exporting counts 
of Manchuria and India which prewar 
ported a million tons of oi] equivalent a ju 


HARD AND SOFT CURRENCY AREAS 


Today, therefore, we have a posiit 
where supplies in hard currency afta # 
ample while those in soft currency afta # 
not enough to meet needs. In the USA 
the Philippines, Belgium and the Begs 
Congo, all hard currency areas, the sutplus# 
production over requirements in 1994 
like!y to be about $ million tons. In thes 
of the world, by contrast, there will 
deficit of about 24 million tons. 


Up to the present the barrier between 
currency oils and fats and hard currency 
and fats has been prevented from becumil 
absolute by Marshall Aid, which betwe 
April 1948 and May 1949 provided 
million dollars for oils and fats for 
The biggest beneficiary has been — 
Germany, whose production of margarine 
edible oils will in consequence mse ® 
quarter of a million tons in 194% ~ 
120,000 tons in 1948. Other countties 
have benefited considerably are Fast 
Austria and Holland. 


We have, therefore, now reached an 
where the world oils and fats ante | 
divided broadly into two, hard curremy 
soft currency. 


PRESENT POSITION 


Tallow provides the best example df 
serious results of this division of the ot 
Tallow in the U.S. is a by-P y 
production eee not on the one ad 
the tallow itself but on the demand for ® 
If, therefore, the price of tallow rather 
meat packer makes up by at is 
for his meat. In the U.S. the 
price of tallow has been grcatel tsi 

eneral drop in the prices of ol oe 
use the main use of tallow is ® 
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; e-quarter of the detergents 
in et US. a now synthetic. Now if 
had the dollars with which to buy 
this surplus American tallow, the American 
market would benefit because the tallow price 
come back into line with that of other 
oils and fats, and Europe would benefit be- 
cause the tallow thus bought could be used 
in soap and would release for consumpton @s 
food edible oils now being used for soap. 
Incidentally in the U.K. the increase in 
supplies might be enough for margarine to 
come off the ration. 
To find a solution for this dis-equilibrium 
"ig the first task of economic statesmanship 
day. For although I have been talking in 
tems of oils and fats, both because that is 
cur own subject and because it is a particu- 
larly valid example, the problem is, as you 
know, a general one. 


f 


UNEVEN DISTRIBUTION 


| Supplies are not only inadequate, they are 
ako divided up unevenly: one part of the 
world, the hard currency area, has more than 
enough for its requirements; the other part, 
constituting the whole of the rest of the 

' world, has an overall shortage which in some 
countries is extreme. 


| This raises problems for both areas. In 

© the dollar area if some way cannot be found 
by which it can se‘] its surplus to the rest 
’ of the world for acceptable currency, produc- 

> ton will have to be cut back: for example, 
- by using for some other purpose the land at 
» present devoted to soya beans. Thus the 
| chief increase in supplies would be lost to 
> the world. 


The non-dollar area has an even more diffi- 
> cult problem to face. If it does not want to 
| continue as at present with controls and 

shortages it must either succeed in selling 
' ough goods and services to the dollar area 
to beable to buy their surplus or it must in- 
| cfease its own production. 


_ Of these possibilities, the increase of pro- 
| duction in the non-dollar area does not hold 
posilsr out much prospect of immediate help. Some 
artas © GE further recovery is possible in Indonesia, and 
artas & some supplies can be expected from the 
groundnut scheme. Something could be 
Belt BE done to increase oilseed production in India 
and other areas where the application of 
scence tO agriculture is still on a limited 
wale if more fertiliser, pesticides, tractors and 
son, were allocated to them for this specific 
purpose. But the only immediate possibility 
is of an increase in the production of lard as 
$ pig herds are reconstituted, and 

even that is partly dependent on the supply 
Coarse grain from the dollar area. Mean- 
While the problem grows steadily more des- 
perate as the amount of Marshall Aid avail- 
ible with which to buy oils and fats gradually 

off to nothing. 


There is, therefore, in fact only the one 

tive. Either we and the rest of the 
~ currency world will have to go on put- 
es A ey aeartenen and controls or else 
! y of unifying the wor!d commerciall 
will have to be found. : 
The chairman concluded by moving the 

of the report and accounts 


Sit Herbert Davis, C.B.E., vice-chairman, 
t bey resolution and it was carried 
y. 

an Proposed dividends of 10 per cent. 
deh stock and 6 per cent. on the 
ttred stock payable on August 19, 1949, 
approved, the retiring directors were 
uM and the remuneration of the 
beri essrs. Cooper Brothers and Co. 
had —— : Price Waterhouse and Co., who 
the Come pPointed under the provisions 

. panies Act 1948, was fixed. 
aM extraordinary general meeting held 
conclusion of the annual general meet- 
Special resolution adopting new articles 
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of association of the company was passed 
unanimously. 


LEVER BROTHERS & UNILEVER N.V. 


The annual general meeting of the mem- 
bers of Lever Brothers and Unilever N.'/. 
was held yemeniey at Museumpark, Rotter- 
dam. Mr. P. Rykens presided and made a 
speech in similar terms to that delivered by 
Sir Geoffrey Heyworth at the annual meet- 
ing of Lever Brothers and Unilever Limited, 
reported above. 


The report and accounts for the year 1948 
were adopted. The proposed dividend of 
8.9 per cent. (being the equivalent of the 
dividend for the same year to be paid by 
Lever Brothers and Unilever, Ltd., to its 
ordinary stockholders calculated in accord- 
ance with the provisions of the equalisation 
agreement and converted at a rate of exchange 
of Fl. 10.691 to the £ Sterling) was approved. 
the retiring directors were reappointed and 
the auditors, Messrs. Cooper Brothers and 
Co. and Messrs. Price Waterhouse and Co., 
were reappointed. 





WHITEHALL ELECTRIC 
INVESTMENTS LIMITED 


The twenty-seventh annual general meetin 
of Whitehall Electric Investments Limit 
was held on August 10th at Winchester 
House, London, E.C.2. 


Consolidated gross income for the nine 
months to December, 31, 1948, amounts to 
£229,036, and after expenses and after charg- 
ing against revenue the net loss arising from 
the realisation of investments, there is a net 
income of £98,301. The valuation of the 
assets, excluding any valuation of the invest- 
ment in the Athens companies, is shown at 
£5,205,842. 


The nationalisation last year of the West of 
England company has had the result that 
gilt-edged investments and net floating assets 
amount to some £2,200,000, and since the 
directors consider that favourable opportu- 
nities for the acquisition of other electricity 
undertakings do not exist, they propose that 
part of the capital of the company shall be 
repaid. 

The report and accounts were adopted. 


An extraordinary general meeting of the 
company was held to consider resolutions 
for the reduction of capital of the company. 
The scheme of arrangement put forward for 
the partial repayment of capital provides for 
the repayment of 25 per cent. of the prefer- 
ence stock at 25s. per £1 stock and 25 per 
cent. of the ordinary steck at its nominal 
value. These payments. will absorb 
£1,640,625. 


After the proposed repayment the issued 
capital of the company will be: 


6 per cent. preference stock £ 937,500 
ordimary stock .............5- £3,671,875 


£4,609,375 


compared with assets valued at June 24th 
last at some £3,250,000, excluding investments 
in the Athens companies. 


Consolidated income from these assets is 
estimated, after expenses and subject to tax, 
at £108,000. 


In the event of American and foreign power 
being able to resume the payment in full of 
dividends on its Ist preferred stocks, con- 
solidated gross income will increase by 
£110,000. 

The resolutions were carried as special 
resolutions by the requisite majority. 

At separate meetings of the preference and 
ordinary stockholders, the scheme of arrange- 
ment was approved. 
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BOOTS PURE DRUG 
COMPANY, LIMITED 


LORD TRENT’S SPEECH 


The sixty-first annual general meeting of 
Boots Pure Drug Company, Limited, was held 
on August 9th at Beeston in Nottingham. 
The Rt. Hon. Lord Trent, chairman, pre- 
sided, and in the course of his speech said: 

The past year has been a record one for 
sales both at home and abroad, and it has 
also been a record year for profits for the 
group. Our export business has increased 
by over 50 per cent. over the previous year. 

The net profit of Boots Pure Drug 
pam pen Limited, however, amounted to 
£627,662, against £679,428, this profit being 
arrived at after charging the heavy loss which 
was involved by at once passing on to the 
public the benefit of a reduction of purchase 
tax. . 

In the circumstances your directors felt 
that the correct thing to do was to transfer 
£100,000 from our stock reserve, as it was to 
meet this type of contingency that this 
reserve was created. 

The outstanding event for your company 
during the past year was, of course, the 
inauguration last July of the National Health 
Service. This has led to a vast increase in 
dispensing and in the demand for drugs, so 
that staff in the works has had to be taken 
off other important work in order to keep 
the dispensing going. Had the staff been 
available to fill all our orders, our sales would 
have been even greater than they were. 

When Ministers at the head of various 
Government departments reiterate so fre- 
quently their appeals or demands for a 
reduction of retail prices, I feel justified in 
reminding them that it is their own collea- 
gues who are mainly respousible for the high 
costs of distribution arising from increases 
in the local rates, in coal prices, gas and 
electricity charges, transport charges, and 
above all purchase tax. 

I referred last year to the heavy burden 
of work thrown upon our head office staff 
by alterations in the rate of purchase tax, 
and I must again draw attention to the 
labour which we have been obliged to divert 
from productive effort to wasteful form- 
filling, reprinting, and repacking to meet 
hastily introduced departmental orders. 


EXPORTS 


Our exports are now about eight times as 
great as before the war and account for a 
very considerable proportion of the sales of 
our manufactured products. The increased 
sales, coupled with the demands of the new 
Health Service (to which I have referred), 
placed our manufacturing departments 
under great strain, with the result that some 
delay occurred in the execution of certain 
orders. 

It is to be hoped that in the critical 
months that lie before ys some way will be 
found of ridding industry of the perpetual 
pinpricks and petty vexations that exasperate 
and hamper us in all our activities. So long 
as British industry is kept in leading strings 
by politicians and departmental officials we 
can never hope to see that great resurgence 
of trade which alone will extricate this old 
country of ours from the quagmire in which 
she is floundering. : 

I have alluded to a few of the many handi- 
caps under which our company, in common 
with most other companies, is labouring. 
Some of them are perhaps unavoidable. 
Many of them could be and ought to be, re- 
moved. Unless they are removed and industry 
recovers its freedom of movement and its 
right to enjoy the rewards it has earned, then 
we must say goodbye to the high standard of 
living that we have built up over many 
generations. 

The report was adopted. 
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HENDERSON’S 
TRANSVAAL ESTATES 


PROGRESS OF SOUTH AFRICAN 
INTERESTS 


The thirty-seventh annual general meet- 
ing of this Company was held on August 4th 
in London. ~ 

Sir Joseph Ball, K.B.E., chairman and 
joint managing director, in the course of his 
speech, said:—The consolidated balance 
sheet shows a very strong financial pgsition, 
while the consolidated cash resources at 
£271,931 also disclose a very satisfactory 
state of affairs. The directors recommend 
a dividend of 15 per cent. less income tax. 

During the year under review we have 
completed the programme of boring on a 
contiguous block of farms situated to the 
east of Tweefontein, to which I referred 
last year. ‘These farms cover an area of 
16,280 acres, over which your company 
holds the mineral rights through its subsi- 
diary Mineral Holdings Limited; and of the 
13 boreholes put down, no fewer than 
eleven intersected the main seam of coal and 
established the existence of a very large and 
valuable coalfield of standard quality. It is 
satisfactory to know that underlying this 
area we possess for future exploitation a 
reserve of high-grade steam coal, having, 
on a conservative estimate, a life of over 30 
years, allowing for a saleable output of 
1,250,000 tons per annum. 

Your company’s large interest in the 
South African coal industry is held through 
our subsidiary, Tweefontein United Col- 
lieries Limited, whose net profit for the 
year 1948, after allowing for taxation, was 
£11,714 up at £122,105, dividend totalling 
17} per cent. having been paid on the 
ordinary share capital and 10 per cent. 
(maximum) on the preference share capital. 

The report was adopted. 


BATANG CONSOLIDATED 
RUBBER ESTATES 


THE PRICE PROBLEM 


The twenty-ninth annual general meeting 
of the Batang Consolidated Rubber Estates, 
Limited, was held on August Sth, in London. 

Mr E. G. Estall, the chairman, in the 
course of his speech, said: The crop for the 
year just ended totalled 1,171,000 Ib. This is 
79,000 Ib. short mainly due to the banditry 
in the Jus and Kayu areas which makes 
it a difficult area in which to obtain the 
maximum yield 

The net selling price is 9.47d. per Ib., as 
against 9.26d. for the preceding year. 
Irrespective of the low selling price we have 
made a profit of £5,094, which I think you 
will agree is satisfactory. The board would 
like to distribute a dividend but this is im- 
practicable as the Board of Trade stipulated 
that an amount of just over £8,000 must be 
maintained in the profit and loss account 
before any distribution be made to share- 
holders. 

The low price of the commodity is causing 
much concern as the cost of production on 
all estates excepting the comparatively few 
who have large areas replanted with high 
yielding material is far too close to the selling 
price. The problem is widespread and is of 
great importance to the dollar position. In 
1948 Malayan rubber earned about 200 mil- 
lion American dollars, the largest sum 
duced by the export of any sterling 
commodity to the United States. 

America holds the key to the position as, 
unless a curtailment of the manufacture of 
synthetic is made, the financial position of 
the sterling area will be greatly weakened 
and the economic and political position 
become most insecure. Action is certainly 
needed and without delay. 

The report was adopted. 
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WHITEHEAD IRON AND STEEL 


COMPANY, 


LIMITED 


SUCCESSFUL PRIVATE ENTERPRISE 
NATIONALISATION OPPOSED 
MR G. H. LATHAM’S SPEECH 


The forty-second annual general meeting 
of the Whitehead Iron and Steel Co. Limited 
was held on August 9th at Newport, Mon. 


Mr G. H. Latham, chairman and manag- 
ing director, in the course of his speech 
said : 

The year has been an extremely difficult 
one; shortages ci raw material and labour 
have affected our outputs. Nevertheless, the 
company has still been able to play its part 
in the attainment of excellent outputs, and the 
financial results give every ground for satis- 
faction. The trading profit for the year to 
March 31 last amounted to £651,303, an in- 
crease of £23,460 compared with the previous 
year. Your directors recommend a_ final 
dividend of 174 per cent. less tax, making : 
total distribution for the year of 30 per cent. 
less tax. 


The total amount distributed in dividend 
represents 40 per cent. of the net profit, so 
that 60 per cent. is retained in the business, 
It is clear that, but for the voluntary limita- 
tion of dividends asked for by the Chancellor, 
stockholders could have enjcyed a_ higher 
reward, which would have been shared also 
by our employees under our profit-sharing 
scheme. 


VARIOUS ACTIVITIES 


The demand for all the wire products of 
Whitehead Hill & Co. Limited remains in 
excess of our ability to supply. We now are 
able to operate the plant fully. At our 
Llandowlais brickworks we are reaping full 
benefit from the further mechanisation of 
our clay pit and the new crusher plant. The 
bricks we are producing are of first-class 
quality and in great demand. 


We have now completed the third stage 
of our development of the Westgate works of 
W. A. Baker & Co. Limited. We have built 
up a progressive reputation for quality work 
during the past three vears which has 
resulted in our becoming firmly established 
not only in this country but overseas. Our 
forward order book will ensure full-time 
operations for a long time ahead. During the 
year we have concluded an agreement with 
one of the best known paper machinery 
manufacturers in the U.S.A. to manufacture 
all the plant they require both for sale in this 
country and in other sterling areas. 


The main product of Godins factory is 
cold form sections. I still have abundant 
faith in the future of this factory, and I am 
sure it will prove a valuable asset to your 
company, especially having regard to the fact 
that its raw material is supplied by the 
parent company. 


At Courtybella works out total make of re- 
rolled steel products represents approximately 
10 per cent. of those produced in the country 
at the present time. 


In the cold rolling department the demand 
for our products shows no sign of recession. 


RETROSPECT AND PROSPECT 


The company had its origin in 1903 when 
the late chairman, Mr L. D. Whitehead, 
purchased at scrap price an old discarded 
mill at Tredegar. We built the old mill and 
commenced operztions by rolling down dis- 


carded wagon axles into iron 
time our total employees cou 
on one pair of hands. Mr L. D. Whitede:; 
went to the U.S.A. in 1906 and 
duplicate of the very few continuous sola 
mills then operating in the world, 

We found great difficulty in raisi 
to finance the project because cae 
public opinion was opposed to the ps 
method of continuous rolling which was the 
described as “an impossible proposal,” Ty 
mill started up in 1907 but our teeth 
troubles were so gieat that by 1909 we hy 
completely depleted our meagre financial p. 
sources. However, by dogged persevenn: 
and hard work we succeeded, after the 
years, in getting the plant going. It is» 
exaggeration to say that the many continu: 
plants now erected all over the world by: 
benefited from our pioneer work which wm 
carried out in close collaboration with & 
Morgan Construction Co.. of the US.A we 
designed the plant and with whom we hm 
since maintained a close co-operation, 

From this very humble beginning yor 
works has been developed into the lag 
unit of its kind in the country and, to te 
best of our knowledge and belief, ip tk 
world. I have purposcly made these dei 
known to help to disprove any suggestion d 
lack of initiative and enterprise on the pe 
of the steel industry. There are many simix 
examples of private enterprise taking g2 
risks to lay the foundations of what have no 
become the most efficient steel plants in te 
country. 


bars, At 
id hemes 


PRODUCTION CONSCIOUS 


There is little wonder, therefore, th 
your board is more than apprehensive ata 
suggestion of nationalisation which, as fas 
one can understand. is based upon putt) 
political motives. It is not enough fort 
supporters of nationalisation to claim tt 
change of ownership can at the worst 
harm; it can only be justified if it ant 
proved to do good by resulting in the indus 
being able to increase the production of st 
and/or to decrease the cost of production 


The magnificent production figures wi? 
have been published from time to ume iF 
confirmed quite clearly that the indusiy! 
“production conscious” and the 
absence of labour troubles is proof of the bt 
monious relations which exist with the 
body of men the industry is proud to 
As regards costs of preduction, one has oct 
to compare our home prices with thos 
other countries to see how very favount! 
we stand. I am satisfied that the cost oP? 
duction in your own company is equal ®,* 
even lower than, the cost of any 
in the world. Your board is therefore w# 
imously opposed to nationalisation. 
consider that any such proposal in thes 
critical days would have a devastating 
on the economy of the whole country. 































A STUPID FALLACY 


It has been suggested that nationalist 
of the iron and steel industry would axe 
full employment for its workers. iS rs 
it is quite unnecessary for me to say 
isa rae fallacy which no in ae rhe s 
would accept for one momen 
industry has never been opposed to gor 
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mental control over general policy; but this 
+ can be, and indeed has been, exercised with- 
‘ cut state ownership. 

Our relations with labour have been most 
harmonious throughout the whole history cf 
the company, and the past year has been no 
exception. Every man has worked well with 
that loyal team spirit which is so marked 1 
feature throughout the steel industry. It has 
resulted in excellent outputs and complete 
freedom from Jabour troubles, _ 

The report and accounts were adopted, and 
the recommendation to pay a final dividend of 





S. At the 17} per cent. (actual) was <ccepted, 

be coun 

Whitedex; 

ae ASSOCIATED BRITISH 
PICTURE CORPORATION 
Sogn: HR pHILIP WARTER’S STATEMENT 
> the nv The twenty-second annual general meeting 
ch was the of the Associated British Picture Corporation, 
posal,” Th. Limited, was held on August 4th in London, 
ur teething Sir Philip Warter, the chairman, presiding. 
909 we hai The following is an extract from his state- 
financial r- ment circulated with the report and 


accounts : — 

The trading profit of the group shown by 
the consolidated profit and loss account 
amounts for the year to March 31, 1949, to 


a. 
prt 
EES 








After providing for a total distribution of 
O-—per cent. on the ordinary stock, compared 
with 22} per cent. for the previous year, re- 
quiring in all £409,750, and after transferring 
£100,000 to general reserve, the balance 
carried forward on profit and loss account is 
£157,620. 


EXHIBITION AND PRODUCTION 


_ The results of the group’s cinemas show an 
improvement over the previous year, when 
business was adversely affected by the excep- 
tionally fine summer of 1947. The supply 
of product during the year under review from 
both British and American sources was in the 
main of satisfactory quality. 

A comprehensive survey of all aspects of 
the cost of cinema operation has been carried 
through during the year, as a result of which 
economies have been introduced which will 
help towards meeting the substantial increase 
in operating expenses. 

No less than £7,376,944 entertainments 
duty was paid on gross takings of £19.675,739 
and once again I must stress the serious posi- 
tion into which the industry is drifting owing 
to this excessive burden. 

Under the Cinematograph Films Act, 
1948, an Order was in operation for the 
second half of the financial year which pro- 
vides that 45 per cent. of the first feature 
playing time shall be devoted to British pic- 
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grammes more than once a week is becoming 
increasingly difficult. 

Tt is 10 be hoped that the Board of Trade 
will find it possible to introduce amending 
legislation to give your corporation the same 
rights as the smaller circuits and independent 
cinemas so that we could obtain relief in 
those situations where we have two or more 
cinemas. and where it is commercially 
impracticable to play identical programmes. 


DISTRIBUTION 


During the course of the year your board 
took the necessary steps to change the name 
of Pathe Pictures, Limited, to Associated 
British-Pathe, Limited, in order to emphasise 
the close relationship between the production 
and distribution companies. The film labora- 
tories are now in course of reconstruction and 
Te-equipment, involving expenditure of 
approximately £200,000. 

While the trading results of the corpora- 
tion during the current year are satisfactory, 
so far, the general tendency has been for 
costs to rise. On the other hand, short of 
some assistance from the Chancellor of the 
Exchequer on the scale of entertainments 
duty, net receipts cannot be expected to 
increase, and it must, therefore, be assumed 
that the trend of theatre earnings will be 
downwards. Much will depend on the 
results of the production side of our business 


world (2,038,762, compared with £2,026,110 for tures, and while every effort has been made and the box office quality of other British 
k which ws vious year. This slight increase results to secure sufficient British films of suitable films we must exhibit to fulfil the require- 
K the pre y ~ : ; : me : ; 
on. with from increased revenue from the group’s quality to meet this requirement the position ments of the Cinematograph Films Act. 
U.S.A wo cinemas after providing for production losses. in those cinemas which change their pro- § The report was adopted. 
ration, sii ' : 
ae NOTICES Experience in the reparation of Town and Country Planning 
inning yor —_——— Schemes and the administration of the relevant Acts and Orders is 
- tial. 
» the large: LANCASHIRE COUNTY COUNCIL oe. 
and, 10 the ~OUNTY PLANNING DEPARTMENT LANCASTER, BLACKPOOL, PRESTON, KIRKHAM, WIGAN AND 
elie ie cts re BURY DIVISIONAL PLANNING OFFICES. 
these deh Applications are invited for the following appointments: — (f) Senior Planning Assistants (A.P.T. Grade V1) 
suggestion « IE HEADQUARTERS’ OFFICE, PRESTON, The commencing salary will be within the range of £595-£660 per 
co. te Gree VID Development) naCaecibanton, Sait 4pabe -Aeeniialinient i aaa team whe! 'rcounnerint 
; : (A.P.T. Grade ) 1 s s s e 
many The commencing salary will be within the range of {£685 x £25- the following or equivalent qualifications—a University Degree or 
i {1% per annum, according to qualifications and experience. Diploma _ in Architecture, Engineering, or Surveying, A.M.T.P.L., 
gr 
hat have nor Candidates for this appointment should possess one or more of A.M.1.C.E., A.R.I.C.S., A.M.I.Mun.E., A.R.1.B.A. 
in the the following or equivalent. qualifications—a University Degree or Previous planning experience is not essential, but preference will 
plants in Diploma _in Architecture, Engineering or Surveying, A.M.T.P.L, be given to persons who have had a good general experience in the 
AMLCE., A.R.LC.S., A.M.I.Mun.E., A.R.LB.A. ‘ preparation of Town and Country Planning Schemes and the 
Applicants should have had considerable experience in the prepara- administration of the relevant Acts and Orders. 
tion of Development Plans under the Town and Country Planning The appointments will be subject to the Scheme of Conditions of 
OUS Act, 147, and the administration of development control. The suc- Service of the National Joint Council and to the provisions of the 
ue anne sntitots would be expected to supervise the work of staff Local Government Superannuation Act, 1937. 
rerefore, on Jower grades. Applications stating age, qualifications, experience and present 
vensive at it (b) cen | anning Oneore (Architecture) Salary, together with the names and addresses of two rene to 
: PT. Grade ) s whom reference may be made, should be f a 
et een ne salary = a ae eee ee x £25-£760 Pypaping Oeicer. County ee. Preston. a ee ee 
n, according oOo qua cauions a ~ ‘T Pe. s le ie ‘ 
oust eS Applicants should possess a University Degree in Architecture *6 PP loses fear state clearly for which appointments they wish 
. or corporate members of the Royal Institute o ritis i - IC fi 
claim te Architects. An additional qualification in Town and Country County Office R ps ADCOCK, Clerk of the County Council. 
» worst dom Planning would t dvantage ¥ Ueecete, Rees 
. ce ye an adva . xy) , AD! tc1uTC)T, Tecan tateadaaieaintiacamem tna see <-Siiedeeiialieliliion. ie 
if it cn Experience is essential in the planning of residential, industrial EWLY ESTABLISHED | firm specialising in textile exports 
n the indus and central areas and the successful candidates would be expected eituires active, experienced man with thorough knowledge of 
nu o to supervise the work of staff on lower grades. foreign markets and textile trade. Only one with established 
uction of : oe ate s markets need apply. No financial liability but good salary and profit- 
ip ning Assistants (Architecture) sharing basis.—Box 183 
production P.T. Grade V1) 7 TTENTION all Bxecutiv. ae ea 
commencing sala ill be within the range of £595-£660 per TTENTION ail Executives. Young Economist and Engineer: 
figures wae antum according to quetifications oat cieaiamee » 2k A.M.I.E.E.; M.I.R.E.; M.A, (Honours Engineering); Assoc. 
















rial and central areas. 
(d) Planning Assistants (Research) 


tural Economics or Socio ogy. 










S of industrial location. 


A 


-L.Mun.E., A.R.I.B. 





idates for these appointments should possess a University 

in Architecture and/or be corporate members of the Royal 

tute of British Architects. Previous planning experience is 
not essential, but preference will be given to applicants who also 
re fps a qualification in Town and Country Planning and have 
with the experience in the preparation of detailed plans for residential, 


commencing salary will be fixed according to experience and 
Walifications the maximum not exceeding £ : 
idates should be University Honours graduates in Economics, 


_the duties attached to the appointment will include the prepara- 
ot eve rural, agricultural, industrial and economic 
Surveys and candidates should possess a genuine interest in the 
of the countryside and/or a sound knowledge of the 


BLACKPOOL DIVISIONAL PLANNING OFFICE 


(e} Rectional Planning Officer (A.P.T. Grade VIII)‘ 
ber ang mencing salary will be within the range of £685 x £25-£760 
oglien according to qualifications and experience. 

tolling} nts for this appointment should possess one or more of the 
in Arch or equivalent qualifications—a University Degree or Diploma 
ARE tecture, Engineering, or Surveying, A.M.T.P.I., A.M.I.C.E., 
The 8.. A.M.T A. 
ning 


respon ay be established in the vicinity of Kirkham and _ will 
fr the a under the direction of the Divisional Planning Officer, 


srroundne ne work of that part of the Administrative County 
the County Boroughs of Blackpool and Preston. 


(Continued in next column) 


London area. Box 


hard work essential, 


Brit. 1.R.E.; just taken final B.Sc. (Economics); full apprenticeship 
electricity supply industry; Squadron Leader (Tech.) at 22; widely 
travelled; highest references; seeking appear where initiative, 
ee personal assistant to high executive 


\LD-ESTABLISHED, British-owned, financial and commercial 


weekly, published in Calcutta, will have vacancy in the autumn 
for unmarried editorial assistant with economics background, who 


per annum. 


is able to write on trade, industry and finance, preferably with some 
previous newspaper experience. Usual passage, ete., terms. Engage- 
ment will in first place, if necessary, be on short-term basis and for 


trial period. Ability to write interestingly, rather than close 


Box 167. 


OUNG MAN (23), 


knowledge of newspaper production, is chief requirement.—Reply, 


‘public school education, Oxford B.A., London 
B.Se.(Econ.), seeks interesting post or traineeship in business. 


Languages and some administrative experience.—Please write 


Box 161. 


Green, Dublin. 


NTEREST 33 per cent on Shares and 3 per cent on Deposits FREE 
I of EIRE INCOME TAX paid or credited to account twice yearly.— 
Particulars from PROVIDENT BUILDING SOCIETY, 3, St. Stephen's 





JROOKCASES, solid and sectional (including the 79/8 solid 
Mahogany case and Parana book units from 16/8). Write or 
call for details.—Phoenix Gallery, 38, William IV St., Chandos Place, 
é W.C.2. can nino meetin teat ee RS NTS ee 

ful candidate will be in charge of the Divisional Plan <OR SALE. The Economist,” July 19, 1947, to September “is, 
1948.—J. O'Reilly, Turlough Road, Castlebar, Eire 
‘OUNG lady, good personality, appearance, versatile, University 
education, Hon. 
willing travel.—Box 178. 


Eng. French, desires interesting situation, 
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Investment Statistics 


Company Notes 


Central Mining Free State Areas.—A 
new company, Central Mining Free State 
Areas, was registered in South Africa on 
August 6, 1949, with an authorised capital 
of £5,000,000 in shares of 5s. each and an 
initial issued capital of £3,000,000. The 
object ot the company is to finance mining 
enterprises in the Orange Free State under 
the auspices of the Central Mining group. 


Canadian Eagie 0il.—Combined profit of 
Canadian Eagle Oil and its subsidiary Eagle 
Oil and Shipping, after charging new capital 
issue expeases of £269,095, declined from 
£2,481,305 to £2,404,670 in 1948. A further 
£479,054 has been recovered from payments 
made under guarantee. The net dividend for 
the year is 9.366d. and the equivalent gross 
if paid by a United Kingdom company 
would be 1s, 5.03d. (for surtax payers 10}d. 
gross). 

Metal industries.—Consolidated profit of 
Metal Industries increased from £846,291 to 
£1,044,860 in the year to March 31, 1949. 
After taxation of £466,693 (£414,336), depre- 
ciation £104,712 (£93,810) and all other 
charges group earnings on the parent com- 
pany’s ordinary capital were 26.9 per cent 
(16.4 per cent). 

United Dominions Trust.—The consoli- 
dated profit of United Dominions Trust, in- 
dustrial bankers, increased from £299,829 
to a new record of £408,557 in the period to 
June 30, 1949. 

Patons and Baldwins.—The surplus of 
Patons and Baldwins after deducting £285,000 
(nil) loss on stocks of wool and tops (being 
the amount written off to reduce to market 
value on April 30, 1949) amounted to 
£1,471,527 (£1,865,405) in the year to April 
30, 1949. The net balance carried down is 
given at £765,625 (£751,062) before deduc- 
tion of (i) profits tax on proposed dividends 
£38,956 (same) and (ii) taxation relief under 
Income Tax Act, 1945, £115,200 (£71,100). 
which is transferred to contingencies reserve. 





SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics Supplement. Notes on the following company report 
appear in the Supplement: Patons and Baldwins ; Telephone Rentals ; Metal Industries ; Associated British Engineering. 


Telephone Rentals.—Rental revenue of 
Telephone Rentals increased from £711,645 
to £859,214 in 1948. Net protit amounted to 
£322,034 (£264,381) subject to taxation of 
£134,418 (£168,303). 

DButton’s Biackburn Brewery.—Consoli- 
dated trading profit of Dutton’s Biackburn 
Brewery declined from £658,384 (including 
18 months for one subsidiary) to £457,789 
in the year to March 31, 1949. The ordinary 
dividend for the year has been increased from 
9 per cent to 10 per cent and not the 
reverse as stated in the July 30 issue. 


International Wickel.—Net profit of 
International Nickel and its subsidiaries for 
the quarter ended June 30, 1949, amounted 
to U.S. $8,220,950 equal to 53 cents a share 
on the common stock compared with U.S. 
$12,762,467 (84 cents on the common stock) 
in the previous quarter and U.S. $9,819,301 
(64 cents) in the second quarter of 1948. Int. 
six months ended June 30, 1949, net profit 
was U.S. $20,983,417 ($20,235,006). 

Seager Evans.—Consolidated profit 
during the year ended March 31, 1949, has 
declined to £705,117 against £739,531 in the 
previous twelve months. Profit after taxa- 
tion has fallen from £171,402 to £155,563. 
Profits realised from increases in wine and 
spirits duties, and profits made on special 
sales of matured whisky stocks have declined 
from £399,475 to £14,118, after tax. 


Cohen (Ceorge).— Combined profits before 
taxation for the year to March 31, 1949, were 
£545,590 compared with £892,092 during the 
previous twelve months. Combined profits 
after taxation have fallen from £395,920 to 
£213,638. The parent company’s profit has 
declined from £730,113 to £455,941, profits 
after tax being £209,771 against £333,917. 
The dividend of 20 per cent is repeated. 

J. L. Hulett and Sons (tea and sugar plan- 
ters and refiners).—The preliminary state- 
ment reveals a sharp rise in profits after tax 
in the year ended April 30, 1949, to £215,855 
against £122,608 in 1947-48. The ordinary 
dividend of 9 per cent requiring £101,175 
is repeated. 


te : | Price, | Price, | Yield, | Yield, | Maa Eh Last Two 
Jan. 1 to Aug. 10 Name of Security | Py Ang om in’ —— Jan. 1-August 10 Dividends 
"High Low ' i High low (a) 























. a } | s . s. ad, } 
100 1003, War Bonds 2$% Aug. 1, 1949-51, 1008 | 1004 | Seon ie in eee i % % | OTHER SECURITIES | | st 
100} | 994} |Exch. Bonds 19% Feb.'15, 1950! 1004 | 100; | 014 5/1 910] 1069 | 94 | @ | @ ‘Australia 31° 1965-69.....| 98h | fai 
1024} | 99% | War Bonds 24% Mar, 1, 1951-53, 100 | 100 | 2 712,210 1 10% | 21 | (@ | (@) Birmingham 22% 195587..| 98 | spe 
103} ot | War Bonds 2}% Mar. 1, 1952-54! 100 99§ |1 8 5/210 84 6 5% || 50 ¢! 80 c! Anglo-American Corp., 10/-. |! 6 | 5B} 
1064 | 934 | WarLoan 34° (after Dec. 1, 1952)' 96h | 9 |2 11/315 Off 9% | 6H | 5a! 25 6 Anclolranian Oi fh......| Taxd  THieel 
103$ 98} +, War Bonds 2)% Aug. 15, 1954-56 98jxd) 98jxd 112 0'214 8!) 80/3) 69/6 5 @) 10 b Assoc, Electrical, Ord. fi...) 71/6 | 4 3 
104% | 99} | Funding 2$% June 15, 1952-57. .\| 100 } 11132) 217 81) 82/6 | 69/6 || plS c) 22h ¢ ‘Assoc. Port.Cem Ord Stk.f1 72/- | 6 5! 
1054 995 | Nat. Def. 3% July 15, 1954-58..|| 1005 {113 1; 3 1 24 33/103, 22/6 40 ¢, 40 ¢ AustinMotor,‘A’Ord.Stk.5/-, 23/9 | ae 
106% 100 | War Loan 3% Oct. 15, 1955-59../| 101 | 2 (21321 3 1214 81/- 68/9) 7a 7 © Barclays Bank, Ord. ‘B’ {1.|| _70/6xd 40! 
# 96} | Sav. Bonds 3% Aug. 15, 1955-65 97}xd) xd} 118 1 3 5 Ti} 181/9 | 142/6 | 425 ¢. ig @ Bass Ratcliff, Ord. {1...... ) 146/6 | 1 34? 
102 | 95f | Funding 2)% April 15, 1956-61...) 96 1/115 9,219 71 103/9' 90/6) 8a) 6 British Oxygen, Ord. {1....|) 92/6 | ot 
95¢ Funding 3% April 15, 1959-69...) 97 95} [119 2) 3 7 8 38/9| 32/3\| 2pe| 5 6 \Courtaulds, Ord. {1 -...... | 32/6 | 4 
iL | 107, | Funding 4% May 1, 1960-90..... 1083 | 107 | 110 0 3 5 Qe] 30/- 24/3 27k 7}@ Distillers Co, H=.ce0e| 2/- | 4 ¥ 
| Sav. Bonds 3% Se - 1, 1960-70. ) xd} 9xd/ 11911, 3 710!) M/-, 27/9) Be) Be | Dorman Long Ord. £1..... 28/9 | He 
99 Sav. Bonds 2}% May 1, 1964-67. 9 91 2 0 2:3 4 5i T1/-| 59/6 | 15 ¢; 15 €\Dunlop Rubber, Ord. {i...| 60/- | ‘3 
116¢  107$ |, Vict. Bonds 4% Sept. 1, 1920-76 108§ | l07Zxd, 112 4,3 6 2% 49/4) 40/7), 3.4, Imp. Chem. Ind.,Ord.Stk. £1), 42/- 40 i 
103% | 91$ | Sav. Bonds 3% Aug 1965-75. xd Q1}xd 2 3/3 9 81 4%}, 13a, 18$2 Imperial Tobacco, {]....-; t 5 bh) 
N10} | 1024 | Consols 4% {after Feb. 1, 1957). |! 102$ 1 16 3 $21 le) 47/3) 32/6 | 10 ¢, 10 ¢ Lancs. Cotton, Ord. Stk. £1), 33/9 | ay 
94} | Conv. 34% (after Apr. 1, 1961). .! 95} | 2 8) 314 Sf 51/6 42/14, 10 ¢ 10 ¢ Lever & Unilever, Ord. {1..| 42/6xd § ‘i 
| Treas. Stk. 2}%9 (after Apr. 1 1975), 70 1 7/312 4f| 61/6 52/6 10 ¢ 15 ¢)\London Brick, Ord. Stk. £1) 57/6 | shi 
| Treas. Stk. 3° (after Apr. 1966). | 8 | 119 1/31) 6f) 53/6, 34/1)) Tha, 17}b 'P'chin J’nson, Ord, Stk. 10/-| 35/-xd, 36/6 tae 
|\Redemp. Stk. 3% Oct. 1, 1986-96! 89 | 2 8} 310 7 52/3, 43/-| Wa 4 b/\P. & O, Def. Stk. f1...... 43/6 at 
| Consols 24% ....sss0eecseseses | 7} (119 3/31 5f | 284 | *?1Ac t77~,¢ Prudential, ‘A’ {1......... a 
|But, El $0, Ga. Mae 18, 1orecTt Sljxd 2 1 3/39 8! ue. O. nan 
| Brit. El. 3% Gd. Mar, “TT x | 9 8) 5 }|!"Shell” f Stk. 

oy Pe we Se ck par heeey ee.) Se tate ie Bape |e tat Or Ste | HH 

if . Wo |. ° | | i i 
Bah | Brit, Gas Gd’ 3% Mey 1 12 0 9/310 anew rte jen 


ion yields are worked out on the 
paid at Latest Gate, Such yields are cuacked To this 
cent and Consols 4 cent) 
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redemption date. 















15 a | Woolworth (F. W.), Ord. 5/- 


(2) Interim,  () Final, (¢) Whole year. (4) Int, paid half-yearly. 
t Free of tax, 





THE ECONOMIST, August 13, gg 


Capital Issues 


BONUS ISSUES 
Lancashire Handbag.— Approval is by; 
sought for a bonus issue of 300 per cent 


Hattersiey (Ormskirk ).—-Shareholders am 
to be asked to approve the creatiog g 
250,000 5 per cent £1 cumulative preferen: 
Shares to be issued by way of a bonus dy 
tribution in the proportion of one New pre. 
ference share for each four 5s, shares heli 


Sangamo Weston.—Sharcholdets ar » 
receive 315,000 10s, ordinary shares by wy 
of a capital bonus to capitalise £157,000 ¢ 
reserves. 


Associated British Engineering 
Shareholders are to receive a capital bonus g 
£4 new ordinary stock for each {2 ¢ 
ordinary stock held. The bonus wi 
capitalise £32,000 of reserves and incre 
the issued share capital of £200,000. 












































New Issue Prices 


Issue Price, 

Tssure ' Price Aug. 

fa) | 1949 

Ambler (J.), Deb. (£50 paid).... <¥ 3 | eo 
Asthet. Prat. 6.09 o. casd cones}. 21/9 3-2, 
Assoc, Fisheries, Ps wicks cara e 210 18 6144 
Babcock & Wilcox (20/- paid)...5 57/6 5 — 
Broken Hill Prop... .........-. 24 9 ¥ 10/du 
Barbados Elec., Pref. liana 20 6° OM 
Fattorini, Pref. .. hats eee 20/3* M/S 
Cons. Zinc, Pref. 2.002......5) 20 | Ti 
Entield Cable, Pref. cae, 00/0 19/9-83 

Gray's Carpets, Deb. (50 paml).. 100 Chr 
Guest, Keen (20/0 paid) ....... 37/6 20, 5M 
Hamer-Porter Paints, Pref..... 216% 21/0-4 
De -nds We.. siv'es fos ees. 10, 93* 10/3-113 
Ilford (10/- paid)......... «| 18/0 149-150 
Liebigs, 43% Pref........-.- 200 =20/T}-, 
Iceland, 44°, (£25 paid)..... : 9 de 
N. Rhodesia (410 paid)......... 31 Hie 
Lister (RR. A.)..<.0cccceress +s 65/0 71/0-™ 
Nanwa (/50 paid).........-.-. 100 | — 
Standard Fireworks, Pref....... 21/9* | 19/62) 
Teleph. & Gen, Trust, 34% Deb. 101}* 95—10 
Trinidad Petroleum, Pref....... 220 23/0—254 
PE. Bok, nectaea> xeeKeer > 6 359 35 0-BS 
Th. WOU, cco cue.ccaee neuer @ 20,0 19/6-™4 
Oe ee 700 | 3&—3b 
Wilmot-Breeden, Pref... .. . ..| 20/6% 1” 195-3 


* Placing, 


| Price, | Price, | Yell 
Name of Security | Aug. 3, | Aug. 10, Aug.t 
| 3949 149 Ba 






































» 
& 
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qHE ECONOMIST, August 13, 1949 


CHANGES IN DEBT ({ thousand) 


EXCHEQUER RETURNS 



























































































































































































: Treasury Bills .... 1,438 | Nat. Savings Cert 850 
For the week ended Aug. 6, 1949, total ordinary 23% Def. Bonds. . 19 | 3% Del. Bends # 449 
ye was £83,182,000, against ordinary ex- | Tax Reserve Certs. 119 | Other Debt :— 
ere of £49,423,000 and issues to sinking | Other Debt :— Internal ....... 601 
al is being = £425,000. Thus, including sinking fund External ...... 2,481 Wears & Means Ad- ‘iden 
s a ae 
T Cent. allocations of £4,129,000, the surplus accrued since tnany Doo” 
April Ist is £49,585,000 against £243,873,000 for Receipts ....... 22,500 
wlders a the corresponding period a year ago. ——- tient 
Teation ¢ oRDWARY AND SELF-BALANCING REVENUE 4,087 28,050 
preferens AND EXPENDITURE 
lp: ds. ener FLOATING DEBT 
hare oi Richeduer {¢ million) 
(£ thousand) Ways and 
ers af vb - April | eG treasury ion 
res by wr Revenue 1 Week | Week Bills Advance: 
157 : to to ended ended 
. MO Aug. | Aug. | Aug. | Aug. ST Pe 
¥. 6, 7, 
| 1948 | 1949 | 1948 Fender | Ves 
tal bonus of | | 
ich in ¢ He Income Tax...... 15,91 39,471 2210-0 | 2598-5 
eo ., 400—s & 4 6 
bonus wil Se clas, Bulibe 176, 2,600) 2,700 sedis tonne 
ind increse Stamps... --- =>: we sleet case 2210-0 | 2251-2 58898 
1,000. — s+ 240,006 1300: 800 2210-0] 2234-0 9908-8 
Te eseenees J , 2210+0 | 2244+2 5916+ 
oot wheel Be oil Tins 2210-0 | 2249-0 5905-2 
’ Tonassodl en? ia’ ac 23 996 2210-0 | 2245-4 5941.3 
Ces Pen eda ov. 2005000 097,164) 95 SE eT? 2210-0 | 2247-6 5057-9 
it 5501 282.7: 6003+ 
hh ee 829,650] 282,724 272,051113,271: 18,618 : 
ih —.... 663,600) 277,300 251,600] 31,200. 33,100 | 60492 
199 Rtas IRE ENO enous 2210-0} 2255-2 6063-5 
a Total Customs & | 
a Bacise «2.00. 1495250] 560,024 525,651] 44,471 $1,718 seees0) Saar gees 4 
are Motor Duties... . 54,000, 8,923 8,764 1,589 1,721 2eau-v | 2266-2 6058-2 
9 Gee 44, 20,871 27, eee 2210-0! 2267-7 
re beapts | 
, from Trading.. 18, 826 4,04 
wean P.O Net Receipts) se 60... 
naan Wate Msences. 1% 2238 TREASURY BILLS 
on Receipts from 3 (£ million) 
, 5 Loans... 20, F 
‘ ay 5 eel Recents. Cent 
| ee Told Ord. Rev... = 
: Seir-BALANCING Rate 
1 ie Post - cise 9,6 
wel ERT. Refunds 5,7 7 
ana Toad... 2... “ 
rp Issues out of the Exchequer 10 679 3 
yy 
34-34 to meet payments 10 6-28 % 
i 
-| wee 10 5-68 | 44 
10 5-92 4 
10 548 4% 
10 §-26 42 
rg 1b $39 | 4 
mpany : 
ering. 10 4:99 41 
——_— Bw bat... 150,876, 146,794 23,367, 21,770 53-6 | 51 







6,807, 11,58 
3,161 4,97 


160,844 163, 


On August Sth applications for bills to be paid on Mon” 
day, Tuesday, Wednesday, Thursday and Friday were 
accepted as to about 51 per cent of the amount applied for 
at £99 17s. 4d. and applications at higher prices were 


938 1,153 
| 


teeeees owe 








24,305 22,923 

























































Supply Serv ( accepted in full, Applications for bills to be paid on 
si +» 280270 25,060 26,500 Saturday were accepted at £99 17s. <0. and above in tall 
eae ——— ——-——-—~ | £210 million (maximum) of Treasury Bills are being offe 
Ht Jotal nee. 332970 47,365 49,423 | for Auatnt 12th. For the week ended August 6th the banks 
40) aes 720, 425 | will not be asked for Treasury deposits. 
451 Total Self- 
6 5! 
ut! ieonkgae ts NATIONAL SAVINGS 
; 2 ({ thousand) 
Se mite... — 
qu! Week Ended 150) 06 
43h ieee July 31, | July 30, | July 30, 
tt esate - 4 1948 | 1949 | 1949 
i EWE ang, Exchequer balances by £71,722 t0 | “Receipts... nee: e<e++++ 2,100 | 1,900] 39,300 
£5,035, 940, , er operations for the week decreased ByMENtS ..6.ecescee- 3,400 | 2,500 43,550 
tt the gross National Debt by £24,792,375 to £25,305 million. Repayments | 
NET RECEIPTS (¢ thousand Net Savings ........5+: D11,300 \Dr 600 \Dr 4,250 
Hy Had Settlement (Facilities) Acts 1919 set Joat.. 13 | Defence Bonds :— 
Act, 1936, s. 26 oa Receipts........ ch Sanae & 

Te ccc sseenenes 250 P al etl finvien 
au? 263 Repayments ..... jwise, Pe oa yet 
4) Post Office and We ISSUES (£ thousand) Re Net Savings ........-+-- } See 
a Lr Reh Teleeraphs oe eee, + $00 | P.0. and Trustee “Savings Dr 142 |Dr_ $11 [Dr 1,153 
RTI Wem es Giersalses Ack nen | peeaita ss saseeees 

et Housing (Scot a? Acts, 1944 and 1947 ...... 250 | Repayments .......... .. | 11,467 | 11,263] 218,518 
visions) (Scotland) acts ns (Financial Pro- is 11,572 | 16,031 | 241,044 
Aathorition bon vege ee Net Savings .......+++ ee . ne 
Cad atbeites Loans Act, 1945, 5, 3(1)........ et ee Dr8,105 'Dr4,768 (Dr 22,526 
War Damage: War Berton Act, 1946, s. 34(1).. 1,000 | Total Net Savings......... soe 
Finance Acts, 1946 and lacy eessio ee 3,000 | Interest on certificates repaid |Dr4,547 |Dr5,679 1Dr27,929 
» Postwar credits .... 332 | Interest accrued on savings 612 603 701 
876 remaining invested ...... 289 M91 42,593 


Statistical Summary 
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BANK OF ENGLAND 
RETURNS 


AUGUST 10, 1949 
ISSUE DEPARTMENT 











Notes Issued:- Govt. Debt... 11,645,100 
In Circulation 1302,773,577 ; Other Govt. 
In Bankg. De- | Securities ... 1338,201,405 
partment .. 47,474,256 | Other Secs... . 771,187 
i Coin (other 
than gold)... 12,308 
Amt. of Fid. ————~ 
Ee 1350,000,000 
Gold Com and 
Bullion = (at 
172s, 3d. per 
oz. fine)... .. 247,833 
1350,247,833 1350,247,833 s 
BANKING DEPARTMENT 
£ fx 2 £ 
Capital ...... 14,553,000 | Govt. Sees.... 345,418,941 
a. 3,810,872 {Other Secs.:- 39,382,840 
Public Deps.:- 2,556,297 | Discounts and 
Public Acets.* 10,115,766 | Advances... 11,095,609 
H.M. Treas, Securities... 28,287,171 
Special Acct. 32,440,531 
Other Deps.:- 376,198,805 | 
Bankers..... 288,725,202 | Notes....... . 47,474,256 
Other Accts... 87,473,603 |Coin......... 4,842,937 
Semabincstpamnaties ———- 
437,118,974 | 437,118,974 
* Includi 


Sere Savings Banks, Commissioner® 
of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 
(¢ million) 









3 fe OME LE 


C3 1 } 
Notes in circulation. .... - 81305-1/1307-51302-8 
Notes in banking depart- 
MM ii veka Bvadsed 45-1 42-8 47-5 
Government debt and ' { 
securities* ........ «++ $1299-91349-2 1349-213549-2 
Other securities......... 0- 0-8 O-7 0-8 
Ce. . ieinceae mae at 0-4 0-2 O2 0-2 
Valued at s. per fine o2,.. ‘H 172/3) 172/3, 172/383 s 
Banking Dept. :— 
its — | | 
blic Accounts ........ 11-2; 12-9 10-1 
reasury Special Account 32-4 32-4) 32-4 
Ankers ....cccerecvece 294-0 286-1 288-7 
CO, cieconstenenvmus 91-0 89-8 87-5 
WOU wiskdeess ohadbun 418-6 421-2, 418-7 
Securities :— | } 
Government...... peadas 2H 3AT-2) 349-8 345-4 
Discounts, etc........... § 15-3 13-0, ll] 
te cn chnhe cos ands tee 34-4 829-1, 28-3 
CR at aka 396-9 391-9 384-8 
Banking dept. res...... ahh 49:9, 47-6) 53-5 
/o 
“ Proportion ”...... eae fie fist t-4 


* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue raised from {£1,300 million to £1,350 
million on March 6, 1949. 

“THe Economist” INDEX OF WHOLESALE 

PRICES 
1927 = 100 


Aug. 10, 
1948 




















| July 26, | Aug. 9, 
|" 1949 | 1949 










ais and meat ...... ¢ . ; : 
Other foods ........... 138-8 | 147-3 . 
Petes. oo. ook. occ ese 184-5 | 174-6 | 174-6 
Minerals............... 245-9 | 242-0 | 243-3 i 
Miscellaneous .......... 156:6 | 147-6 147-6 $ 
Tora INDEX ........ 3. 165-5 


165-2* | 





GOLD AND SILVER 
The Bank of England’s Official buying price for gold 
remained at 172s. 3d. per fine ounce throughout the week. ig 
Spot cash prices were as follows :— fy 


serene 











Si-ver 
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THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


tneorporated in the Colony of Hong Kong) 
ihe Liability of Memo: & lnuited bo the extent Aad in mancer pre cribed by Urdmance No 
of 1929 of thre Cofony 


CAPITAL ISSUED AND FULLY PAID UP $20,000,000 
RESERVE FUNDS are ee. . £6,000,000 
RESERVE I IABILITY OF MEMBERS. . $20,000, 


Head Office : HONG KONG 
Obie! Manager: Tee Bowovurasce Sin Axrove Morse, ©.B.R. 
Lendon Office : 9, Gracechurch Street, E.C.3 
London Mapagers 8. As Gray, A. M. Dowcas War.ace. 


BRANCHES 
BURMA CHINA (Con. INDO-CHINA MALAYA (Con. NORTH 
angoon Peiping Haipbous Kuala BORNEO (Con. 
CEYLON Shanghai Saigon Lampat Samiakan 
Colomb» Swatow JAPAN Malacca Tawau 
CHINA Tientain Kobe Muar PHILIPPINES 
Amoy Tsmagtac Kare Penang vite 
Canton RUROPE Tokyo Singapore Manils 
*Chefor Hambury Yokoham» Singapore SIAM 
Changkin Lyons JAVA (Orchard Road) Bangkok 
temporarily HONG KONG Batavia Sungei Patani UNITED 
closed Hong Kong Sourabays Teluk Anson KINGDOM 
*Dairen Kowloon MALAYA NORTH Loads 
Foochow Mongk ow Cameron BORNEO 
Hankow Highland- Brunei Tow: USA 
*Harbin INDIA Ipeh Jeaselton New York 
*Moukdes Bombay Johore Bahro Kuala Beiait Rao Francise: 
Nanking Calcutta ° at present not operating. 







Branches 
BANKING BUSINESS OF EVERY KIND TRANSACTED 


A comprehensive service as Trustees and Executor: « vivo undertaken by the Bank’ Traate 
Companies in 
HONG KONG LONDON SINGAPORE 





REFUGE ASSURANCE COMPANY, LTD. 


Chief Office: OXFORD STREET, MANCHESTER, 1 
£ 18,000,000 
€107,000,000 
€196,000,000 


ANNUAL INCOME EXCEEDS 
ASSETS EXCEEO 
CLAIMS PAID EXCEED 

(1948 Accounts) 





THE ROYAL TECHNICAL COLLEGE, GEORGE STREET, 
GLASGOW, C.1. 


DEPARTMENT OF INDUSTRIAL ADMINISTRATION. 
COURSES IN WORKS MANAGEMENT AND PERSONNEL 
MANAGEMENT. 


Full-time courses in Works Management, and Personnel Manage- 
ment, will be held next session, extending from September 19, 1949, 
to May 26, 1950. 

The Works Management Course will be concerned primarily with 
sunodern managerial techniques as aids to increased productivity. 
It is intended for persons of mature years with adequate academic 
qualifications, and preferably some industrial experience. 

The Personnel Management Course, which is run in co-operation 
with the Glasgow and West of Scotland Commercial College, is 
intended for persons with similar qualifications who wish to specialise 
in this branch of management. 
aa particulars may be obtained from the Secretary of the 

ege. 


UNIVERSITY OF NATAL 
Applications are invited for two appointments at Durban: SENIOR 
LECTURER AND LECTURER IN THE DEPARTMENT OF 
SOCIOLOGY AND SOCIAL WORK. ; 
Candidates should have post-graduate qvalifications in Sociology 
and research experience. 
Salary seales are: 
Senior Lecturer (men) £600-£25-£900 
(women) £550-£25-£725 
Lecturer (men) £550-£25-£725 


(women) £425-£25-£600 
plus cost-of-living allowance. 

Further particulars and information as to method of application 
may be obtained from The Secretary, Association of Universities 
of the British Commonwealth, 5, Gordon Square, London, W.C.1. 
Closing date for the receipt of applications is October 1, 1949. 





CANADIAN PACIFIC RAILWAY COMPANY.—(Incorporated in 
Canada with limited liability)—DIVIDEND NOTICE.—ORDINARY 
CAPITAL STOCK.—At a meeting of the Board of Directors held 
today, a dividend of two per cent (fifty cents per share) on the 
Ordinary Capital Stock in respect of the year 1949 was declared 
payable in madian funds on October 1, 1949, to shareholders of 
record at 3 p.m on August 22, 1949. The Directors call the atten- 
tion of the shareholders to the fact that the heavy disproportion 
between Railway expenses and revenues still continues and that no 
relief has yet been given in respect of the application for an increase 
in freight rates. This interim dividend is ee wholly out of other 
income of the Company. order of the Board, FREDERICK 
BRAMLEY, Secretary. Montreal, August 8, 1949. 








“NNALES MANAGER (Administrator) required for Motor Body 

Component Manufacturers, situated in Birmingham. Knowledge 
of motor trade not essential if ag has sound commercial 
ability. Excellent salary and commission, and very good prospects. 


mol B Sc.ECON. 


Postal 

Tuition for 

The London University B.Sc. Econ. Degree s% a valuable qualification ior statistical 
research and welfare work in commerce and industry, and for teaching or administrative 
posts under Education authorities, etc. The degree is open to all without University 
residence. You may Rees nee ee a Sen wade fo weptinnet 
guidance of Wolsey Hall (est. 1894): moderate fees payable by instalments, if desired 





Prospectus from Dept. P17, WOLSEY WALL, OXFORD 


ed in Great Britain by St. CLements Press, Lro., Portugal St., Kingsway, London, W.C.2. Published Economist Ni 
at 22, Ryder Street, St. James’s, London, S.W.1. U.S. Representative: R. S. Farley, 111, Broadway, New York. 6.—-Saturday, August 13, 19, 








THE ECONOMIST, August 13, gy 


Head Office : 
EDINBURGH 


ESTO. 
LONDON OFFICES: 37, Nicholas Lane, E.C.4; and 
18/20, Regent Street, Piccadilly Circus, W.1, 


Every description of Banking Service undertaken 


DEN NORSKE CREDITBANK 


Established 1857 





15) SD add | 


Branches: Arendal, Flisa, Grimstad, Kongsvinger, Larvik, 
Lillesand, Mandal, Porsgrunn, Risor, Skarnes, Tonsberg. 
Every Description of Banking Business transacted 
Correspondence invited 
Telegraphic Address: ‘* Creditbank ” Telephone: “42 18 20 Olle 









































GOVERNMENT OF SOUTHERN RHODESIA 


FOUR AND A HALF PER CENT INSCRIBED STOCK 
CITY OF JOHANNESBURG a _ CENT INSCRIBED 
/60. : 
NOTICE is hereby Gyan that in order to prepare the 
for Interest due October Ist next the BALANCES of the 
Accounts in the abovementioned stocks will be struck on the’ 
of September Ist, and that on and after September 2nd the 
will be transferable ex-dividend. 
For Barclays Bank (Dominion, Colonial and Overseas), 
(London Registrars of the above Stock). - 
ROBERT WHYTE, Manage. 
Circus Place, London Wall, E.C.2. August 6. 1949. ; 


UNIVERSITY COLLEGE OF HULL 


Department of Economics. Applications are invited for : am 
Assistant in the salary range £350-£450 to work on a a 
industry study. Appointment for one year in the first 
eligible for renewal for second year. Particulars from the. 

to whom applications (four eepies) should be sent not c 
August 3ist. 


UNIVERSITY COLLEGE OF SWANSEA 
Applications are invited for two Research Assistantships 
Studies at a salary of £450 per annum. Applicants should be 





ates in .History or Economics or Sociology or Political ew 
Philosophy. The appointments will date from Octo Fh 


Further particulars may be obtained from the Registrar, 
College, Singleton Park, Swansea. by whom applications mut} 
received on or before September 3, 1949. : 


A BANKING CAREER IN THE EAST 
THE EASTERN BANK LIMITED 
has a few vacancies for suitable men as trainees in London & 
executive positions in the East. Applicants should be betweet? 
and 24 years of age and enmarhiee. Salary during training ® 
London Office Scale. 

Applications should be addressed to The Secretary. The a 
Bank Limited, 2/3, Crosby Square, Bishopsgate, London, BCS 
VV OMAN GRADUATE (24), knowledge French, German, 

Shorthand-Typist, Admin./Secretaria] experience, - 
change of employment. Willing travel abroad.—Write Box 


oe ee 
SPPRETARY-ACCOUNEANS: required by research association # 
London serving the engineering industry. Experience in th 
preparation of monthly and final accounts and budg contr 
essential Applicants also should be familiar with committes #* 
cedure, office management and staff control. Salary £750-£1,00 9% 
according to experience and qualifications.—Box 168. F 


et 


QTAMPS for Investment—the recent Silver Wedding stampt 
already advanced 50 per cent in yalue in less than 6 @ 
We are now taking orders for the forthcomin oes 

tives for the Colonies at £7 15s. per set of ps mint, 

used. Healey.and Wise, Ltd., 14, Wormwood St., London, 


EWSWEEK, the American news magazine, bringing you ®* 
date American views on world affairs, is now availa # 
week-end reading here, thanks to air delivery. On sale a a® 
English cities each Saturday. Buy NEWSWEEK at any boa 
or newsagent—1s. 6d. per copy. * 
















OTHER WOTICES APPEAR ON PAGE 381 oe 
weekly by THe 
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